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Whatever the nature and 
volume of your accounting 
problems there is a National 
Accounting Machine to help 
you solve them. 

Desk model machines to 
banish the bookkeeper’s pen 
from the smallest office, 
“Class 31’s’”’ of unlimited 
versatility to take anything and 
everything in their stride, and 
a great variety of special 
purpose machines to cut costs 
for the largest corporations. 
May we demonstrate? 
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One of several analysis machine 
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NATIONAL ACCOUNTING MACHINES iiicic0e cso Conmonveit 
DIVISION OF THE NATIONAL CASH REGISTER CO. PTY. LTD. 
1416 YORK STREET, SYDNEY 








Kalamazoo 
means 


SIMPLIFICATION 


ACCOUNTING and other BUSINESS RECORDS 
through 
MODERN METHODS and EQUIPMENT 


designed 
with very special care to ensure 


ECONOMY AND EFFICIENCY 





| MANUAL & MECHANISED RECORDING 


Kalamazoo Service is at your disposal now 
in all States 
IT IS FREELY AVAILABLE 


Kalamazoo (Aust.) Ltd. 


(An Entirely Australian Business) 


SYDNEY NEWCASTLE MELBOURNE ADELAIDE BRISBANE PERTH 
BU 4571 B 1890 MU 5934 W 4197 B 3331 B 2844 
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Qualified Accountants... . 


WHO wisely wish to pass the qualifying examinations of the Australasian 
Institute of Cost Accountants, the Chariered Institute of Secretaries and the 
Amalgamated Institute of Secretaries will be interested in our evening classes, 


COST ACCOUNTANCY 
The new classes preparing students for the complete five-paper examina- 
tions in April 1958 will begin at 7.30 p.m. Wednesday evening, July 24, 1957, 
The classes meet each Wednesday throughout the period. The complete fee ig 
thirty guineas which entitles the student to class instruction until the examina- 
tions are completed. 


SECRETARIAL EXAMINATIONS 
The new classes for the examinations of both Institutes commence on 23rd 
July, 1957, for the December 1958 examinations. The classes meet each Tues- 
day evening throughout the period. The fee is fifteen guineas for the half-yearly 
term or twenty-five guineas as a complete fee. 





MODEL ANSWERS 
The examination questions and answers to all the subjects of the Aus- 
tralian Society of Accountants syllabus set in May 1957 are expected to be 


available by 30th June, 1957. 


The issues of Model Answers available are:— 


Stage 1—Accounts and Auditing— 
May, 1957—October, 1956 
April, 1954—October, 1954 
Stage 2—Company Law and Accounts (1 Volume) 
May, 1957—October, 1956 
Stage 3—Advanced Accounts—Part “A”— 
May, 1957—October, 1956 
Stage 3—Advanced Accounts—Part “B”— 
May, 1957—October, 1956 
April, 1956 
Stages 1 and 2—Commercial Law—“A” 
May, 1957—October, 1956 
All the above at 5/- for each exam. set, post free 


Volume) 


Stage 2—Monetary Theory and Practice— 
May, 1957—October, 1956 
April, 1956—April, 1955—October, 1954 
April, 1954—October, 1955 
Stage 2—Income Tax Law and Practice— 
May, 1957—October, 1956 
April, 1956—October, 1955—April, 1955 
Stage 3—Auditing and Business Investigations— 
May, 1957—October, 1956 
Each of the above, 4/- for each examination set, post free 
All other editions are at present out of print 


INCOME TAX TEXTS 


We regret to announce that, owing to an unexpectedly keen demand, the 
latest edition of our Income Tax Texts is completely sold out. 





The College prepares students for the accountancy examinations conducted 
by the Institute of Chartered Accountants in Australia and by the Australian 
Society of Accountants by correspondence instruction or in classes. 


Full information gladly given upon request 


A. E. SPECK Commercial College 


138 FLINDERS ST., MELBOURNE, VICTORIA Phone: MF 4648 
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news for private 


A new plan for 
key men has recently 
been introduced by the 
A.M.P. Society 


This plan has 
remarkable advantages in helping 


you solve your INCOME TAX ond DEATH DUTY 
problems. 


Contact your AM.P. Representative or a 
telephone call to the nearest A.M.P. 
office will bring you full 
information. 


Sydney-B 0530; Melbourne-MB 1781 
Brishane-FA 1981; Adelaide-LA 2372 
Perth-BA 2001; Hobart-8 7621 


AUSTRALIAN MUTUAL PROVIDENT SOCIETY 


HEAD OFFICE: 87 PITT STREET, SYDNEY e GENERAL MANAGER: M. C. BUTTFIELD 
A 


The Australian Accountant, June, 1957. 





FIRE PROBLEM SOLVED! 


by leading city office™ 


AP Aig 


ONLY CHUBB FIRE-RESISTING FILES 
CAN PREVENT THE DISASTER 
OF VITAL RECORDS DESTROYED! 


9 Ilustrated above is a Chubb ledger file installation in 

the office of Pacific Acceptance Corp. Ltd., one of 

Australia’s most progressive finance houses. This com- 

y realises the fire danger that exists to its records. 

e General Manager, Mr. Mayled, says: “When we 

installed Chubb fire-resisting office equipment we solved 

, one of our most worrying problems. I can think of no 

oe ae — fire- greater calamity for any company than to have its most 

ting ation important assets, ledgers, files, etc., destroyed by fire. 

As well, by fully protecting our records from destruction, 

we are taking a step which our shareholders have a right 
to expect.” 


When fire strikes, will you be ready ? 


Far too many businesses entrust their most essential 
records to light steel office equipment which gives little 
or no fire protection to its contents. Chubb fire-resist- 
ing office equipment can avoid the disaster of records 
destroyed! Tested under rigorous conditions, Chubb 
equipment can give your records complete and unassail- 
able fire protection at the point of use, without loss of 
efficiency. 


throughout in the . 
cut-away illustration above. 


Try this one-minute fire test ! 


Open the top drawer of your filing equipment, place 
8 lighted match inside the cabinet about an inch 
from the top. Place the other hand on top of the 
eabinet, feel the heat that immediately penetrates. 
You ean see how ordinary filing equipment gives no 
protection to your vital records. ou owe it to 
yourself to get all the facts. 


CHUBB’S Australian Co. Lid. 


M4 CLARENCE ST., SYDNEY, NEW SOUTH WALES 
340 COLLINS STREET, MELBOURNE, VICTORIA 
2344/6 QUEEN STREET, BRISBANE, QUEENSLAND 


SEND THIS COUPON TO-DAY 


eueeeeeseesesesororosassssse4s 


Please send us full details of Chubb Record 
Protection Equipment. 





COMPANY. 





ADDRESS 





pease eeeeee 
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How Leading Companies 


“Grow Their Own” Executives 


from Promising Employees 


P MANAGEMENT of many companies is 

faced with a shortage of available executives. 
They are searching within the ranks of their own 
organizations to groom promising employees for the 
step-up to executive stature. These companies find 
many successful employees who do their specific 
jobs outstandingly—but lack the broader perspec- 
tive and leadership experience necessary to direct 
projects or manage departments. 


Proved Pian Offers Solution 


Many foresighted companies now find a new ap 
proach to this problem by “growing their own” 
executives through a successful, proved plan which 
often supplements their own training programmes 
for promising employees, This unique plan i+ the 
Dale Carnegie training for leadership. In the 
past 44 years, it has perfected remarkably effective 
techniques for developing qualified employves inte 
executives, Thousands of companies in ail kinds of 
business are using this plan today—over 138 of 
them in Australia. 


A Survey Telis the Facts 


A survey of 76 industrial firms revealed that almost 
90% of employees who handled their own special 
jobs well did not advance to executive standing for 
these reasons: 
* they lacked the confidence to assume broader 
responsibility 
they had not developed the ability to express 
themselves convincingly in conference and before 
groups 
they had little perspective on the problems of 
other departments 
they didn’t know the techniques of leading 
others. 
The qualifications for leadership that these men 
lacked, but had potentially, are specifically the ones 
that are developed by Dale Carnegie training. 


What Dale Carnegie Training Does 


Through tested educational and applied psycholog. 
cal techniques, the Dale Carnegie training bring 
out the best in able employees . . . jolts them ow 
of the rut of specialized jobs . . . develops latest 
abilities and attitudes essential for leadership 
Specifically, here's what this 
promising employees: 


training does fe 
Trains them for greater responsibility 
lt helps develop the self-confidence they need 


handie problems their specialized field: 
stimulates their ambition to rise through the ranks. 


outsice 


Trains them to express themselves clearly 

it develops she ability to put their ideas into word 
. to get up on their fee! and express them con 

vincingly. This skill! 

between a man who is valuable only in a subordines 

capacity and one who is qualified for eadership 


sione can make the d ference 


Gives them an anderstanding of others 

It stimulates their desire to know about the interest 
and work of people in different departments. Tha 
broadens their grasp of a company's over 
operation. 


Trains them to work harmoniously with often 
it helps them get along better with people . . . dee 
more effectively with superiors, subordinates sn 
customers. 


Trains their memory 


It develops their ability to remember names. ‘et 
and figures so they are better qualified to ma 
intelligent decisions and solve problems. 


A revealing @pp. handbook, “What the Dele Carnegie Course can do for you™, analyses the 
shortcomings that hold capable men back from advancement, and explains how the Dale Carnegue 
training can help them develop executive capacity. A free cong is available to YOU . . . just 


write, call or telephone. 


Ne obligation, of course! 


DALE CARNEGIE INSTITUTE vm 


Effective Speech 
SPONSOR IN AUSTRALASIA 


122 Bank House .. . Bank Place . . . Melbourne 
122 National Mutual Bldg., 293 Queen St., Brisbane 


Human Relations 


Leadership Training 


. HEMINGWAY ROBERTSON INSTITUTE 


122 Barrack House . . 16 Barrack Street . . Sydoey 
122 Shell House . . 170 North Terrace . . Adelaide 
— | 
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EDITORIAL 











Improving Public Accounts 


CCOUNTING authorities in 
many parts of the world have 
been strongly critical of the tradi- 
tional methods of government ac- 
counting and of the controlling of 
government expenditure. Such time- 
honoured methods as are still prac- 
tised have been shown to be totally 
inadequate operationally. In addi- 
tion, the inefficiencies of the methods 
so long followed have provided oppor- 
tunities for fraudulent manipulation 
of public finances. It is not surpris- 
ing therefore to find Government 
accounting procedures being chal- 
lenged. 

Outspoken condemnation of the 
situation in the United States of 
America has come from a Commis- 
sion headed by former President 
Herbert Hoover, which has recom- 
mended sweeping changes. 

In this country, serious criticism 
has been voiced by such leaders of the 
accounting profession as Sir Alexan- 
der Fitzgerald, Professor of Account- 
ing in the University of Melbourne, 
and Mr. Russell Mathews, Reader-in- 
Charge, Commercial Studies, Univer- 
sity of Adelaide, as well as by the 
Joint Committee of Public Accounts 
of the Commonwealth Parliament. 


More recently, the Public Accounts 
Committee of the Legislative As- 
sembly of Victoria has suggested a 
practical step which could lead to a 
considerable advance in government 
accounting practice. 

The Committee has suggested that 
the University of Melbourne be asked 
to undertake research with the ob- 
ject of reporting upon “the form of 
government accounting and budget 
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execution in keeping with modern 
practice and most suited to the State 
of Victoria”. 

The Committee points out that al- 
though there is a body of well- 
informed opinion in Australia on the 
matter of government accounting 
and budgetary procedure, “it is no 
quick and simple task to leaven the 
established Treasury thinking with 
advanced knowledge from outside the 
Public Service”. It is the Commit- 
tee’s hope that the suggested study 
would lead to “a mingling of know- 
ledge and experience from both with- 
in and without the Public Service”. 
The Committee believes that “it is 
urgent that this task be started and 
prays that action may soon be taken 
on this recommendation”. 


It is not yet known how the 
Government of Victoria will view this 
proposal. Clearly, however, it does 
not share the Committee’s sense of 
urgency; more than seven months 
have gone by since the report was 
submitted in October 1956, without 
any move having been made in this 
matter. 

Although the research work en- 
visaged by the Committee would be 
of special value for Victoria, it is 
obvious that the benefits from it 
would not be confined to that State. 

“The Australian Accountant” 
strongly advocates that the Public 
Accounts Committee research recom- 
mendation be implemented by the 
Government without further delay, 
in the interests of accounting pro- 
gress and as a safeguard against the 
misuse, wastage and loss of public 
monies. 
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AMERICAN BUSINESS SCHOOLS 


The followmg extracts are taken from the G. L. Woo 
Memorial Lecture given by W. J. Vatter, Ph.D., Profeasgr 
of Accounting, University of Chicago, U.S.A., during his 
recent visit to Australia. 


HE pattern of education for busi- 
ness in America is complex, be- 
cause of the wide variety of interests 
and objectives to be met, the various 
levels and forms of instruction that 
have been devised, and the differing 
philosophies that underlie the opera- 
tions of a given institution or school. 
A great wave of expansion in the 
demand for business education fol- 
lowed World War II. Government- 
aided education for ex-servicemen 
resulted in heavy expansion in the 
“practical” areas of university in- 
struction. The ex-servicemen had 
limited time and finances, and their 
desire was to find the best possible 
job in the shortest time; business 
education was the route that many 
of them chose—with, on the whole, 
good results for all concerned. Be- 
tween 1940 and 1950, business school 
enrolments doubled. The overall 
interest in post-graduate  pro- 
grammes mounted even more rapidly. 
The overall trend in the interest 
of university students in various sub- 
ject matters has been that the rela- 
tive preference for business educa- 
tion has increased rapidly during this 
period, while the relative interests 
in other subjects has shown stable or 
declining trends. 


Within the rapid 


pattern of 
growth, it is to be expected that the 


development of business’ schools 
would not be perfect. The general 
level of quality (subjects, teaching 
materials and methods, selection of 
students and faculty, administration 
of educational standards) has not 
been as high as perhaps it ought to 
be. There are some who deplore, 
more who complain, and many who 
criticise the business school in its 
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various forms. Some of this reflects 
discomfort in the competition offered 
to traditional education ; nobody loves 
a competitor, especially a successfyl 
one. 

More of the concern over business 
schools arises from an honest con- 
viction that cultural, aesthetic and 
moral values are basic, and these 
should not be lost to the emphasis on 
making a living. Some of those ob- 
jections take the form of neo-Platon- 
ism: (Plato excluded the merchants 
and artisans from his ruling class in 
The Republic). The position is some- 
times taken that education for busi- 
ness (like bricklaying or carpentry) 
may be desirable, but that it ought 
not to be housed in the ivy-clad halls 
and the Gothic towers of learning. 

Even businessmen may be heard to 
say that it makes little difference 
whether a student does his bachelor’s 
degree in business or in the humani- 
ties, because all the university does is 
to operate an automatic selection sys- 
tem, to weed out some of the incom- 
petents from the race for jobs. Some 
critics of the business school main- 
tain that business school graduates 
are less intelligent than other gradu- 
ates, and perforce are also less well 
educated because the subjects are 
“thinner”, and the standards are 
lower, than in other parts of the 
university. 

It should be noted that, granting 
the adequacy and the proportionality 
of the sample, those who “major” in 
physical science are likely to be 8 
highly selected group; since the 
choice of subjects is the student's 
choice, those who take degrees in the 
physical sciences or in liberal arts 
have interests and abilities in those 
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areas. Business is the area which 
wouki be chosen by those who do not 
have strong preferences and inte- 
rests; these tend to approach more 
nearly the mental and ability pat- 
terns of the general population. Since 
collegiate education is a process of 
selection, studies like these tend to 
emphasise the difference between the 
selective characteristics and those of 
the general population. Further, it 
should be noted that intelligence- 
testing is based on definitions of in- 
telligence that emphasize mathemati- 
eal, abstract, and philosophical ideas. 
To some extent those results tend to 
emphasize traits which though they 
may be desirable from one viewpoint, 
may be of less importance for other 
conditions. 

But even if we ignore all these as- 
pects of the problem, and we accept 
without reservation the thesis that 
business school students are less 
bright than others, the fact remains 
that education benefits society only 
as it may affect social processes in 
desirable ways. To limit education 
on the ground that it must be re- 
served for those who can best use it, 
is to make the university little more 
than a small mutual admiration 
society—the expense of which must 
be paid by those who are barred from 
membership because of lower “I.Q.” 

Education is not for the few; it 
must be for all who can make use of 
itto improve the common good. And 
it must take such forms as to make 
itself felt in the community. The 
only way to raise the standard of liv- 
ingg—the standard of conduct—the 
standard of social values—is to 
change the thinking of those who 
may influence others. The effect of 
learning is more likely to be felt, and 
the results sooner expected, if the 
base of education is broadened to in- 
clude a wider and more realistic 
sample of the general population. If 

is means lower standards, the only 
question is whether the important 
factor in social change is “higher 
standards” or wider distribution of 
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all knowledge and training. To me 
the answer is clear, and business 
education (even for the unbrilliant) 
is desirable and important. 


Educational Philosophies in Business 
Schools 


Turning from the importance of 
business education to the scope and 
methods that are employed, there are 
at least three different philosophies 
of business education in American 
schools. 

The first of these is the emphasis 
upon description and vocational skill. 
This is the older pattern, the one 
first adopted as the means of making 
business education “practical”. The 
descriptive material in many widely 
adopted business textbooks is the 


basis for learning the language and 
the general environment of the busi- 
ness world. Basic skills in accounting 
procedure, mathematics of finance, 
statistical arithmetic and the like can 
be taught with a degree of mechani- 
cal competence, a flair of practicality, 


and an objective pattern of achieve- 
ment. Such knowledge and skills are 
useful merchandise for the graduate 
to sell to a prospective employer. 
Thus the graduate of a_ business 
school should more readily find em- 
ployment, and he should be a more 
valuable employee in the typical busi- 
ness firm at the outset. 

These descriptive materials and ac- 
quired skills, however, do not ordi- 
narily command much of a premium 
in the employment market, because 
the terminology and procedures of a 
given firm do not present a formid- 
able problem to a new employee. In- 
deed, it is usually quite impossible to 
prepare a student specifically for any 
definite job in a particular business, 
because there are so many variations. 
There is small chance of picking the 
right pattern—i.e. matching the in- 
struction with the content of some 
future job. 

Thus, while description, and rou- 
tine skills are a large part of the 
pattern of “vocational” training in 


251 





the junior colleges and in the ele- 
mentary phases of the typical under- 
graduate business school, the feeling 
has grown that this is not the way 
for business schools to prepare young 
people for business careers. Voca- 
tional material is tending to be left 
for the junior colleges, or for ele- 
mentary course material in the first 
three years of the university pro- 
gramme. 


The second view of business educa- 
tion is to treat the study of business 
as an application of social science. 
This is for some schools as old and as 
“practical” as the vocational empha- 
sis. At one time this was the 
philosophy of my own institution; 
like a number of other business 
schools, we emerged from the depart- 
ment of economics. Many business 
schools still are at this stage, operat- 
ing as specialized economics depart- 
ments, with a bit of accounting, 


statistics and commercial law added 
to round out the pattern. 


Under this philosophy of applied 


social science, the business school 
graduate has some vocational train- 
ing of the descriptive and _ skill 
variety, and some amount of applied 
economics, which it is hoped will give 
him something to sell, plus a little 
material to grow on. Thus this busi- 
ness school graduate may be able to 
progress a bit better than one who 
has had only the vocational emphasis 
in his training. 


The third pattern of business 
education is the management empha- 
sis. It is becoming more and more 
evident that education for business 
must be more than vocational train- 
ing, and more than applied social 
science. There is a growing feeling 
that what should be taught is less a 
matter of subjects, terms, methods, 
procedures and trends—but more a 
pattern of attitudes, interests, and 
problem-solving abilities. It is being 
recognized that business policy is not 
merely applied economics, derived 
politics or special aspects of psychol- 
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ogy; education for business should 
emphasize the administrative side of 
business, and it should focus atten. 
tion on the methods, management 
and approaches management uses to 
deal with historical and environ- 
mental factors, with human and 
social problems as well as with tech- 
nological and political conditions. 
This is not a matter of teaching 
people merely “how to run busi- 
nesses”. It is rather the develop 
ment of (1) an understanding of 
business responsibilities and manage. 
ment functions, (2) an awareness of 
business methods and procedures and 
the ways in which such procedures 
facilitate the management process, 
and (3) a broadening of intellectual 
powers of analysis, judgment and 
decision making, to lay the basis for 
growth in competence and ability 
during the years of apprenticeship 
and beyond. 

This approach to business education 
is not aimed at scholarship in the 
academic sense; yet it is the very 
antithesis of vocational training. The 
aim is to utilize those methods or ap 
proaches to emphasize subject matter 
which tends to develop attitudes, to 
apply knowledge in such a way as to 
widen perspective and increase effec- 
tiveness. In this approach, educa- 
tion is viewed not as accumulation of 
knowledge, nor as acquisition of skills 
and techniques, but as a change in 
mental patterns and reactions — 
literally, the aim is to learn to think 
as a businessman should. In this 
pattern there should be room for 
ethics as well as economics, for it- 
tuitive as well as logical analysis, for 
real world contacts as well as theory 
and history. 

To achieve this objective is no 
easy, nor is it to be done over a brief 
period of time. Maturity can | 
speeded up only slightly by intensifi 
cation of study. To develop manage 
ment potentialities takes time, and tt 
is a task that cannot be done ade 
quately at an early age. This kind of 
education for business ought to fol 
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low a well-rounded cultural back- 
ground; this kind of business educa- 
tion should be done at the graduate 
jevel. There is a trend in this direc- 
tion. There are now only five strictly 
graduate schools of business in the 
US.: Harvard, Chicago, Stanford, 
Columbia and Cornell; but more and 
more attention is being given to ad- 
vanced work, and nearly two-thirds 
of the 73 business schools accredited 
by the American Association of Col- 
legiate Schools of Business offer the 
master’s degree in business. 


Thus, business education tends to 
operate at three levels, and in terms 
of three sets of objectives: 


High Schools and Junior Colleges 
<— Technical Skills 

Undergraduate Schools <— Ap- 
plied Social Science 

Graduate Programmes <— Pro- 
fessional Management. 


There is probably a place for each 
of these in a system of education de- 
signed to meet social needs. The 
problem is not so much what ought 
to be done, but where and how the 
task of education for business should 
be accomplished. The tendency to 
put techniques, descriptions and 
methodology at the junior college 
level makes it easier for a large num- 
ber of students to acquire basic mate- 
rials and background at minimum ex- 
penditure of money and time. The 
applied social science technique pro- 
vides a better basis for understand- 
‘ng and growth, to establish closer 
links between theory, science, history 
and the practical world. This pattern 
is available to a fairly large propor- 
tion of young people preparing for 
careers in business, via the under- 
graduate programmes. The third ap- 
proach is the logical basis for 
graduate education in business. 

Of course, these categories and 
objectives are not mutually exclusive. 
It would be difficult if not impossible 
to avoid mixing some of these mate- 
rials at all levels; certainly the broad 
aspects of management cannot be 
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taught without some attention to 
technical methods, or without refer- 
ence to some applications of social 
science. But these three aims are 
separable, at least in terms of 
orientation and emphasis. 


Classroom Procedures 


Teaching methods deserve some at- 
tention here, because they can vary 
so widely. Briefly, they may be sum- 
marised as lecture, laboratory, dis- 
cussion and case methods. The lec- 
ture method is generally used in 
American business schools only to 
economise faculty time and energy; 
and this largely in introductory or 
elementary subjects. Even when it 
is used, the lecture method is supple- 
mented by laboratory, discussion and 
case-work. But it is an economical 
means of presenting descriptive 
material or of making exemplary ap- 
plications of analytical methods or 
social science principles to business 
situations. 

Laboratory methods include prob- 
lems or exercises, field trips, term- 
papers or essays and even co-opera- 
tive apprenticeships, in which 
students alternate work experience 
over periods of a month or longer 
with class attendance periods of simi- 
lar length. This general approach 
to “learning by doing” is widely used 
in its various forms. 

The most widely used teaching 
method is the discussion approach. 
This may be entirely non-directive, 
the instructor allowing the students 
to carry the assigned topics to what- 
ever lengths may seem of interest. It 
may be controlled or developmental 
—a kind of socratic operation in 
which the students: are led to ap- 
propriate conclusions by the ques- 
tions and comments of the instructor. 
Skilfully handled, the discussion 
method can develop not only under- 
standing of subject matter, but 
ability in oral expression, and orderly 
habits of thought and presentation. 
These things are important for the 
development of poise, tact, and per- 


253 





sonality; the instructor can do much 
to create interest, and to draw out 
the ideas and abilities of his class. 

Good schools and good instructors 
use all varieties of teaching methods; 
none is entirely superior to others, 
and all have sufficient flexibility to 
allow the instructor fairly wide lati- 
tude. American schools do make good 
use of visual aids such as slide pro- 
jections or motion pictures, and we 
have fairly extensive facilities in the 
way of computing machines. Ample 
illustrative material is printed and 
supplied by business concerns, to 
deal, for instance, with machine 
methods of accounting. 

Materials for study include text- 
books and other reading material in 
book or periodical form. But increas- 
ing attention is being given to the use 
of cases—summaries of factual data 
and the circumstances surrounding 
a business situation, used to bring the 
real world a bit closer to the class- 
room, and to supply a basis for 
written or oral discussion. These 
cases may be used in various ways. 
They may merely describe what a 
company does or has done; they may 
be set up as exercises in the applica- 
tion of principles, or as inductive 
evidence upon which to base generali- 
sations. Cases may also be used to 
give the students practice in sensing 
the factors in a situation which may 
create or underlie a problem, to point 
up the analysis and synthesis on 
which a decision is based. That is, 
the student may learn how decisions 
are made, by being forced to make 
them himself—in the kind of con- 
text they usually entail. 

The “case method” is not merely 
the use of cases, it involves some 
choice between the ways in which 
cases are used. This makes the case 
method as flexible in meaning and ap- 
plication as the educational objec- 
tives and the interests of the in- 
structor will allow them to be. 

There is one additional aspect of 
business education which must be 
given attention here. This is the 
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handling of in-service training, which 
is education for those who are em- 
ployed while they attend school. The 
advantages of in-service education 
for business lie in the direct applica- 
tion and practical contact that is pro- 
vided by employment. Some schools, 
such as Cincinnati and Antioch, set 
up their regular programmes to pro- 
vide both classroom and industrial 
experience in a_ specified pattern 
called co-operative plans. Many 
schools encourage (Harvard practi- 
cally requires) employment in in- 
dustry during vacation periods; 
three-and-a-half to four months of 
industrial experience in each year at 
school can add much to a student’s 
development. Some schools encourage 
part-time employment — probably 
half of the regular day-school 
students in the University of Chicago 
School of Business work 20 hours a 
week or more, while they are regis- 
tered as “full time” students. 


But in America, as here, there are 
still a great many who must be fully 
employed for economic reasons, but 
who want education badly enough to 
give up evenings and other leisure 
time to pursue it. 


These evening classes raise prob- 


lems all their own. Teaching and 
study are accomplished at the margin 
of effort and energy; most people do 
not come to evening school classes 
quite at their best after a full eight 
hours of work. It is necessary to see 
that those people do not try to do too 
much at a time, and therefore give 
up and drop out; but it is necessary 
also to avoid wasting time and 
energies in non-essential tasks. 


Some in-service training is con- 
ducted by business firms, for junior 
staff people, various supervisors, and 
new employees. Some of these train- 
ing programmes attempt to do a good 
part of what is done in university 
business schools, others merely pro 
vide short courses in specified fields, 
to help employees to progress in cer- 
tain areas of special importance to 
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their jobs or in preparation for 
greater responsibility. 

Some companies set up training 
programmes specifically to orient 
new employees. Goodyear, U.S. 
Steel, Caterpillar Tractor, and many 
others recruit university graduates 
from business schools or other de- 
partments for in-service training 
programmes designed to apply and 
supplement their school background 
with various job experiences in rota- 
tion, and with training-school ses- 
sions conducted by the company. 

One other important aspect of 
American business education has 
grown rapidly over the past fifteen 
years. This is a special kind of in- 
service training which is aimed at 
the development and broadening of 
executive personnel. These  pro- 
grammes are sometimes called ad- 
vanced-management programmes, as 
in the case of Harvard, when several 
hundred junior business executives 
come to Boston to spend thirteen 
weeks in the summer, doing an in- 
tensive programme of work. No 
degree is offered for this work, but 
it has been well attended, and it 
sems to do a good deal for the 
participants. 

Another kind of programme is 
typified by our own executive pro- 
gramme. In this we select each year, 
7 middle management people (age 
35, ten years’ business experience, 
and earning salaries three times that 
of a professor) from about 200 ap- 
plicants recommended (and usually 
financed) by their companies. This 
programme is a two-year packaged 
operation, requiring six hours per 
week in class, and 20 hours work out- 
side the classroom, to meet the stan- 
dards set for our M.B.A. degree. 
Men accepted for this programme 
have been enthusiastic and painstak- 
ing in their class work (although 
their papers are typed by their secre- 
taries, and frequently the company 
provides them with study facilities 
and time off to do their school work). 
This intensive programme is heavy 
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enough to freeze out those who can- 
not keep up the pace; but most of the 
students who do not finish have to 
withdraw because of transfers, pro- 
motion, or acceptance of new posi- 
tions in other cities or companies. 
Usually between 60 and 65 finish the 
programme out of each group of 70. 
After graduation they continue their 
intellectual pursuits, asking for read- 
ing lists, lectures, and other activities 
through their alumni club. I am 
happy to note that the University of 
Melbourne is now embarking on a 
programme like this, intended for 
mature and responsible executives. I 
am certain that this will be found to 
be a most rewarding and effective 
operation, 


This kind of education is based on 
the presumption that learning does 
not cease with graduation—or, as we 
prefer to call it, “commencement”. 
The award of a degree is merely a 
milestone along the way to under- 
standing. Business is never learned, 
for it is constantly changing; new 
problems and new situations are con- 
stantly arising from the growing- 
pains of progress. Education must 
keep pace with the subject matter; 
our graduates (and our instructors) 
must continue to learn, so that they 
may help younger folks to fit more 
quickly and more closely into the 
needs of business. 


Conclusion 


In summary, the American busi- 
ness schools try to reach a wide seg- 
ment of the population, in a sincere 
effort to meet the need for young men 
and women who can fit the responsi- 
bilities of the future. We do this by 
recognising the various needs, fitting 
together different programmes to fit 
different situations. 

American business schools are 
practical, in the sense that we try to 
use theory only as a framework for 
understanding. Even when we apply 
the results of social thought and 
scientific research, there is always 
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the underlying precept that the data 
of business are real-world data and 
the problems are practical problems. 
In many cases these problems cannot 
be dealt with in terms of abstrac- 
tions, models, and generalisations. 
Hence, we are still trying to learn 
from the business world so that we 
may evaluate and synthesise good 
practice with consistent theory. It is 
only in such a synthesis that useful 
results can be had. 

The Australian universities are 
facing the same kinds of issues that 
we have had to face. Much progress 
has been made since 1925 when the 
late G. L. Wood came here from 


Adelaide as the first senior lecturer 
in the new faculty of commerce; but 
still much more must yet come. 
Bridging the gap between business 
and the academic world is not an 
easy task; the American experience 
does not yield any simple, definite 
answer. But the efforts that have 
been made and that are still being 
made, in America, have brought re- 
sults in terms of acceptance of busi- 
ness education by students and by 
industry. We still hope to improve 
and to learn; perhaps you may not 
be able to profit by our example, but 
I hope that you may be able to avoid 
some of our mistakes. 





Australian Administrative Staff College 


It is appropriate to record here 
that an administrative college along 
the lines of those operating in the 
U.S.A. and Great Britain and as de- 
scribed by Professor Vatter in the 
foregoing article, has been estab- 
lished in Australia. 


We refer to the Australian Ad- 
ministrative Staff College. Its ob- 
jects are to provide a course of 
studies in the principles and tech- 
niques of organisation and adminis- 
tration, and to conduct a school for 
research into the best methods of ad- 
ministration. 

The College is being financed en- 
tirely by contributions from a grow- 
ing group of the leading Australian 
business institutions. It has been 
registered in the Australian Capital 
Territory as a non-profit company, 
limited by guarantee, and it has no 
political or social affiliations. The 
governing body of the College is a 
council whose members represent 
many phases of Australian private 
and public enterprise. 

In 1956 Professor Sir Douglas 
Copland, K.B.E., C.M.G., accepted an 
invitation from the Council to be- 
come Principal of the College. Early 
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in 1957 the College Council acquired 
the property known as the Hotel 
Manyung at Mt. Eliza, near Franks- 
ton, Victoria. The first session is 
to be held at “Manyung” from Sep- 
tember 6 to November 28, 1957. 
The College will bring together ex- 
ecutives of proved administrative 
capacity, give them the opportunity 
of examining different administra- 
tive practices, and prepare them for 
higher responsibilities in the future. 
The course emphasises the vital part 
played by the administrator in all 
fields of enterprise—public and pri- 
vate—and concentrates attention on 
methods by which productivity can 
be increased. Those who undertake 
the course will have the opportunity 
of studying and discussing the prin- 
ciples and practice of administration 
in company with others of different 
professional and vocational back- 
grounds; more importantly, they will 
be encouraged to examine the signi- 
ficance of their own work in relation 
to the national economy and its de 
velopment. Thus the long-term bene- 
fits of the course will be greater ad- 
ministrative efficiency in the indi- 
vidual enterprise, and higher pro- 
ductivity at the national level. 
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Current Problems Discussed in Overseas 
Journals 


Notes prepared by members of the teaching staff in 
the Department of Accounting, University of Melbourne. 


Management Accounting 

Some stimulating, visionary, and 
at times startling thoughts may be 
found in N. R. Easton’s article, “The 
Challenge to the Accountant in In- 
dustry—Delivering the Godds”, The 
Accountants’ Magazine, January. Al- 
though dealing with a rather weighty 
and most significant issue, the 
author leavens his theorising with 
humour. 


Nevertheless, contained within the 
outward vehicle of humour is a 
grim alternative for the accountant 
—either to accept the challenge and 
produce information speedily and in 
a readily assimilable form or else 
“be left muttering his incoherent jar- 
gon and jumbled figures and remain 
—for a time—an object of contemp- 
tuous pity like a toothless and senile 
ostler shuffling around the stables, 
Now garage, long after the horses 
have gone, until his imminent ex- 
tinction.” 


To enter into further discussion of 
the ways and means presented would 
spoil the article. This reviewer re- 
commends it as one to be read by 
professional and layman alike; the 
down-to-earth, uncomplicated mode 
of communication justifies the recom- 
mendation. 


Robert H. Gregory and Thomas 
V. V. Atwater discuss the problems 
involved in the gathering and pro- 
cessing of data for management in an 
article—“‘Cost and Value of Manage- 
ment Information as Functions of 
Age” — in Accounting Research, 
January. They suggest that there 
May be merit in the notion of non- 
éontinuous reports, based on infor- 
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mation requirements as they arise, 
in place of reports regularly pre- 
pared according to a regular and 
fixed schedule, and point out that the 
interval of the period to which the 
information relates as well as the 
period elapsing before the informa- 
tion is presented to management 
should be taken into account when 
devising accounting and statistical- 
reporting systems. 

In the February issue of The 
Controller, John W. D. Wright puts 
forward a case for using “the return 
on total assets” as a standard to 
show general management how well 
the management in charge of the 
various activities is performing and 
also to determine whether there is 
a proper allocation of the company’s 
available resources to the several 
operations, in view of their relative 
potential contributions to the total 
earning power of the company. 
Underlying his measurement of 
“total assets” applicable to each 
operation is the theory that the func- 
tion of general management is pre- 
dominantly a financial one, whereas 
that of divisional management is 
operating. “The greater the extent 
to which figures on divisional books 
and reports for divisional managers 
can be kept on a basis significant to 
operating people, the better, for it is 
upon the performance of these indi- 
viduals that the profit standing of 
the entire enterprise in large part 
depends.” 


Accounting for the Smaller Business 


In the N.A.C.A. Bulletin, Febru- 
ary, D. Hoffman contributes a case 
study of management accounting in 





a small company. D. F. Johnson tells 
how another small company suc- 
ceeded in integrating sales analysis 
with job pricing and billing. R. S. 
Wasley illustrates the application of 
cash budgeting to a small business. 


Operational Research 


Accounting Research, January, 


contains an article on operational 
research and financial management 
by Stafford Beer, in which the field 
of application of operational research 
is briefly surveyed and the basis of 
linear programming indicated. 


Break-even Charts 


Freer use of the break-even chart 
is advocated by R. W. Andrews in 
the N.A.C.A. Bulletin, February. 
Refined methods of analysing semi- 
variable costs into their fixed and 
variable elements are not essential, 
he feels, for a first attempt. 


Cost Accounting 


W. R. Eberhart, N.A.C.A. Bulle- 
tin, February, shows how group 
costing of products can yield simpler, 
more intelligible management re- 
ports. 


Frederick J. Muth, “An Evaluation 
of Direct Costing”, The Controller, 
February, considers how reports 
could be arranged so as to remove 
the seeming contradiction of realis- 
ing increased profits with decreased 
sales, and to show the significance of 
cost-volume-profit relationships. The 
solution to these problems was found 
in the premise that only variable 
costs should be inventoried and all 
fixed costs should be charged against 
the income of the period. Costs re- 
lated to volume were deducted from 
sales income and then the period or 
fixed costs were subtracted from the 
resulting gross margin. With this 
breakdown of costs shown on the 
operating statements, management 
was able to determine quickly and 
without further interpretation the 
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changes in income that could be ex. 
pected from changes in sales volume 
and, in addition, know the amount of 
cost that was subject to change only 
through changes in facilities, organ- 
isation and policy. 


N. M. Bedford, in an article en. 
titled “The Nature of Business Costs, 
General Concepts”, Accounting Re- 
view, January, indicates some of the 
thinking of the cost committee of 
the American Accounting Associa- 
tion in developing the “Tentative 
Statement of Cost Concepts Under- 
lying Reports for Management Pur- 
poses”. Mr. Bedford writes: “Pos- 
sibly the most significant contribu- 
tion of the study is that it recognises 
the various measurements of costs 
and provides a framework so that 
all business costs may be grouped 
under the three headings of plan- 
ning, control, and income determina- 
tion. An examination of the nature 
of the historical cost recording pro- 
cess indicates that it is possible, with 
complete consistency, to develop 
more pertinent information for plan- 
ning and control than that now pro- 
vided within the framework of re 
cording which supplies information 
for the published reports on income 
and financial position.” 


In The Accounting Review, Janv- 
ary, J. D. Edwards states some of 
the criteria by which effective re 
ports to top management should be 
judged. 


Profit Improvement 


Three contributors to the N.A.C.A. 
Bulletin, February—H. R. Siebach, 
J. D. Harby and J. M. Naab—sug- 
gest methods of profit improvement. 
Among the avenues to be explored 
are: productive performance, defect 
prevention, inventory control, new 
products, new equipment, packaging, 
materials handling, paperwork, sales- 
mix, pricing, sales training and 
incentives, credit and_ collection 
methods. 
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Office Management 


W. G. Gole, in the N.A.C.A. Bul- 
letin, February, has written “An 
Introduction to Administering the 
Accounting Manual’, with special 
reference to revision procedures. 


In the same issue, J. W. Needham 
describes “A Records Management 
Procedure,” and J. H. Pittenger dis- 
cusses the need for planning ahead 
for office space. 


Financial Accounting 


Professor W. T. Baxter discusses 
a problem of interest to most think- 
ing accountants in The Accountants’ 
Magazine, February. He considers 
the inadequacy of financial accounts 
from the standpoints of sharehold- 
ers and the public. The following 
month’s issue will contain L. V. D. 
Tindale’s report on the same topic, 
examining the inadequacy of finan- 
cial accounts for fiscal purposes and 
for management and control. 


Professor Baxter opens his article 
by quickly reviewing the progress 
that has been made in this century, 
emphasising that up to the English 
Companies Act of 1948 the achieve- 
ment lay in adopting rules compel- 
ling a full and frank disclosure of 
ledger figures but that a serious 
limitation “lay in our belief that 
such historic figures were adequate 
for all circumstances”. 


After further examining the de- 
fects of the 1948 Act, the author pro- 
ceeds to outline ways in which im- 
provements are being effected. How- 
ever, the main part of his article is 
concerned with the effect of chang- 
ing price levels on the adequacy of 
financial accounts. He also mentions 
the special case of accounts of insur- 
ance companies and the way in which 
the inadequacy of financial accounts 
has helped to swell the flow of take- 
over bids. 


While all the conclusions reached 
May not be agreed with, the reader 
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is left stimulated and provided with 
sufficient material to lead to further 
thought upon the subject. 


In The Accounting Review, Janu- 
ary, results of a U.S.A. survey of 
“Funds Statement Practices of Cer- 
tified Public Accounting Firms” are 
summarised by J. J. Kempner. The 
results show that two-thirds of audit 
reports today include a funds state- 
ment, though practitioners’ opinions 
vary as to the relative importance 
both of the statement and of its 
various functions. Most clients ac- 
cept the statement after its value 
has been explained to them, though 
smaller clients are more enthusiastic 
about its inclusion in the audit re- 
port. In this regard, one reply to 
the questionnaire issued to cover the 
survey said: “as many small clients 
cannot understand, completely, a 
balance sheet and income statement, 
a statement of application of funds 
usually ties the two together and is 
much appreciated.” Other points 


covered by the survey include types 


and titles of statements in use, and 
methods of preparation. 


Terminology 

An article by H. G. Avery, The 
Accounting Review, July, on “The 
Relative Importance of Fixed As- 
sets” is recalled by F. A. Singer in 
the January issue of the same jour- 
nal. In “Fixing Fixed Assets” vari- 
ous definitions of fixed assets are 
quoted from current accounting 
literature, and an attempt is made 
to gather the best out of these so as 
to establish a standard definition. 


Governmental Accounting 

Although D. P. Hylton’s article, 
“Needed: More Informative and Un- 
derstandable Financial Statements 
from Governmental Units,” The 
Accounting Review, January, applies 
to American practices, the criticisms 
and suggestions for improvements 
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are applicable to Australian condi- 
tions. Mr. Hylton deals specifically 
with accounts of municipalities, the 
typical published reports of which, 
he suggests, are to the average tax- 
payer “so much gibberish”. By an 
elimination of unnecessary detail, 
reconciliation of governmental and 
commercial principles, and a consoli- 
dation of reports of various under- 
takings into one simple statement, 
the average citizen could be pre- 
sented with a report which could be 
meaningful for him and would “in- 
cidentally, be reasonably correct in 
evaluating government operations.” 


Public Utility Accounting 


In “Capitalisation of a Public 
Utility and The Measurement of In- 
come,” The Accounting Review, 
January, H. Bierman illustrates the 
gain which may accrue to stock- 
holders in a corporation during a 
period of inflation whenever plant 
assets are financed by an issuance of 
bonds. He argues that such a gain 
is not dependent on depreciation 
being adjusted for price level 
changes. “Failure of the account- 
ant to recognise the inflation in 
prices hides relevant information, 
but it does not change facts—failure 
to recognise depreciation adjusted 
for changes in the price level, and 
ignoring the gain or loss from being 
in debt, results in rate commissions 
basing decisions on incomplete in- 
formation.” Examples are given in 
the article to show, firstly, the real 
gain “resulting from the twin facts 
of holding fixed assets and utilising 
bond financing during inflation”, 
and, secondly, the gains arising 
where the fixed assets held are fi- 
nanced partly by stockholders and 
partly by bond financing. In this 
case, “the capital asset appreciation 
is divided into a fictitious dollar gain 
and a real gain, based on the ratio of 
bonds outstanding to total capital.” 


260 


Management Control 


Without wishing to minimise the 
importance of costing, J. W. Sned. 
don, “Control Figures in the Smaller 
Firm”, The Cost Accountant, Febru- 
ary, submits that the most important 
initial step in establishing control 
through figures is to concentrate on 
setting up a budget which will pro- 
vide a plan for co-ordinating the 
various divisions of a business. The 
author gives a case history of the ef. 
fective introduction of a system of 
budgetary control in a cosmetics fae- 
tory. 


Accounting Theory 


In an article in The Accountants’ 
Journal (N.Z.), February, A. A 
Fitzgerald describes “The Role of 
Professional Societies in the Develop- 
ment of Accounting Theory.” The 
work of societies in the United King- 
dom, U.S.A. and Canada is covered, 
and a comparison is made “of differ- 
ences in the methods by which dif- 
ferent bodies have sought to develop 
and to expound what an American 
writer has called the ‘common law 
of accounting.” 


Integrated Data Processing 


H. G. Hunsberger, in the N.A.C.A. 
Bulletin, February, explains “What 
Integrated Data Processing Aims 
At.” In the same issue, B. H. Sel- 
mer points out that the key to pro- 
fitable machine accounting lies in 
“integration”, i.e., in the multiple 
use of basic information. 

In the strictest sense of the word, 
integrated data processing is a prin- 
ciple of work simplification, not 
necessarily associated with the popu- 
lar concept of marvellous machines. 
In an article. “Manual Aspects of 
I.D.P.,” Cost and Management, Feb- 
ruary, E. F. Stevens outlines some of 
the ways this principle of work sim- 
plification can be put to work t 
eliminate unnecessary time and éf- 
fort. 


The Australian Accountant, June, 1987. 
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Electronic Data Processing. 


In the N.A.C.A. Bulletin, Janu- 
ary, P. W. Pinkerton, “Helping to 
Put Electronic Equipment to Work 
for Business’, makes two important 
points : 

1. “Electronic equipment will find 
its greatest value in areas out- 
side of accounting and routine 
record-keeping. In the manu- 
facturing field, the areas of 
greatest potential appear to be 
in production scheduling and 
control, in stock control, and in 
engineering. Accounting appli- 
cations may well be the last 
which should be considered.” 

. “Electronic equipment is going 
to prove its value to a greater 
extent where it is used to make 
automatic decisions than where 
it is used to produce more or 
quicker figures for human de- 
cision.” 

In the same issue of the Bulletin, 
M. M. Koontz advocates “Supple- 
menting Electronic Equipment With 
a Modern Communications System”. 
In the future, he suggests, infor- 
mation from various parts of a 
plant will be transmitted to the 
electronic data processing centre by 
co-axial cable or microwave from 
television cameras. installed in 
strategic locations. 


Accountancy Theory 


R. J. Chambers, some observations 
on “Structure of Accounting 
Theory,” Accounting Review, Octo- 
ber, analyses and criticises various 
points raised by A. C. Littleton in 
the two parts of his monograph, one 
dealing with the nature of account- 
ing, the other on the nature of 
theory. The article contends that: 
“The general purport of ‘Structure 
of Accounting Theory’ is to demon- 
strate the propriety of conventional 
business accounting method. It is 
thus an accounting theory, not the 
only possible accounting theory, nor 
a dissertation covering several pos- 
sible theories.” 
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Accounting Research, October, 
contains a discussion by H. McCredie 
on the relation between, and mutual 
interaction of, legal entities and pro- 
positions on the one hand and ac- 
counting entities and propositions on 
the other, and suggests that clarifi- 
cation of accounting propositions is 
likely to have the effect of clarifica- 
tion of relevant law. 


In The Accounting Review, Octo- 
ber, R. Mattessich, “The Constella- 
tion of Accountancy and Econo- 
mics,” examines the relationship 
between accounting and economics. 
He states that “accountancy and 
economics have the same objectives 
of cognition. Both branches examine 
the individual economic cell as well 
as the entire economic body of a 
country.” The origins and history of 
each branch are investigated, and a 
comparison is made between the two 
branches. In doing this, the author 
argues that “it is advantageous to 
stratify both according to the degree 
of aggregation of their sections, 
whereby the sections of one branch 
should be envisaged together with its 
corresponding counterpart of the 
other branch. It is important to note 
that one of the most frequent sources 
of confusion and misconception, in 
comparing the two branches, comes 
from the failure to see clearly this 
stratification and correspondence.” 
The article concludes with the 
opinion that the idea of amalgamat- 
ing managerial accounting with 
managerial economics is one of the 
ultimate aims. 


Pricing. 

In the N.A.C.A. Bulletin, Janu- 
ary, I. W. Keller discusses “Pricing 
for Return on Capital Employed”. 
First, he shows how the principle 
would be applied in a single-product 
plant; next, he deals with allocation 
of capital in a multi-product plant; 
and he concludes with a section on 
pricing to cover increased asset- 
replacement costs. 





DECIMAL COINAGE FOR AUSTRALIA: 
PRO AND CON 


those several parts of the world 
where pounds, shillings and pence 
have been for so long the traditional 
measure of financial exchanges, a 
definite swing in favour of decimal 
currency has recently taken place. 
A notable example is India where 
decimal currency has been adopted. 
New Zealand has the question under 
Governmental review, and here in 
Australia the view that we should 
adopt decimal currency has many 
champions and probably just as 
many objectors. 


Because the activities of its mem- 
bers are so inseparably linked with 
finance, it is appropriate that the 
Australian Society of Accountants 
should take an active interest in the 
question whether decimal coinage 
should be adopted in this country. 


At the Society’s recent General 
Council meeting it was decided that 
a committee should be appointed to 
study this question in all its aspects. 


The committee will comprise mem- 
bers of the Victorian Divisional 
Council but at time of writing the 
names of those who are to under- 
take the survey had not been an- 
nounced. 


Practically every reader of The 
Australian Accountant will have an 
opinion on the desirability or other- 
wise of Australia changing to deci- 
mal currency. In addition, readers 
will have ideas, no doubt, as to how 
the change-over could be effected 
with the least dislocation of our 
financial exchanges. 


Purely on the basis that discussion 
of the problem by those people well 
qualified to express an opinion— 
accountants—will be helpful, The 
Australian Accountant opens its 
columns for the pro and con publica- 
tion of members’ opinions. 
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To originate the discussion we pub- 
lish below the views of two readers 
who have put forth suggestions for 
effecting the change-over. What can 
you contribute to the discussion?— 
Ed. 


The Editor, 
The Australian Accountant, 
Sir, 

In the March, 1957, edition of The 
Australian Accountant, on page 124, 
under the heading of “A point for 
the pound” there is a reference to 
converting the Australian currency 
to the decimal system. 

A comparatively simple method at 
a minimum of cost would involve the 
Government declaring that hence- 
forth 10 pennies are equal to one 
shilling. Sixpences would still equal 
six pennies, but not half of a shil- 
ling, and threepences likewise. The 
effect would be to re-value all pen- 
nies and halfpennies, threepences 
and sixpences in circulation by plus 
20 per cent. This would draw them 
into the banks (because for two six- 
pences you would get one shilling 
and two pennies, etc.) and _ they 
would then go out of circulation. 
At the same time, new pennies and 
new coins for half and a fifth of a 
shilling would be issued. 

There would be some little con- 
fusion with change during the 
transitional period, but this would 
soon pass as the old coins were re 
placed by the new ones. 

The above method is not a pure 
decimal system, but it would, with 
the passage of time evolve into 2 
pure system of decimal currency— 
since a florin is 0.1 of a pound and 
two pence (new system) would be 
0.1 of a florin. The halfpennies 
would drift out of use as the far- 
things did some years ago. 

R. O. HARRIS. 


The Australian Accountant, June, 1957- 
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The Editor, 
The Australian Accountant, 


Sir. 

I was interested to read the com- 
ment under the heading “Monthly 
Review of Current Events” on the 
desirability of changing to decimal 
coinage. 


The suggestion made by the visit- 
ing American professor seems to 
have the same fault as other schemes 
that have come to my notice regard- 
ing the change-over. The fault, as 
I see it, is that the schemes presup- 
pose that it is essential to retain the 
pound or the shilling unit. In my 
opinion such a retention is meaning- 
less and makes the problem of con- 
version extremely difficult. When 


the Australian pound was equal in 
value to the English pound there was 
some merit in retaining it as a unit 
of currency, but as it is now only 
equivalent to four-fifths of an Eng- 
lish pound, there does not appear to 
be any point in retaining this unit. 


It seems to me that the problem 
of the change-over to a decimal cur- 
rency could be handled simply in the 
following manner: 


Issue a note to the value of one 
hundred pence immediately, and 
place it in circulation concurrently 
with the present coinage. This note 
should be called by a distinctive 
name, for instance, “Austral”, so 
that there would be no confusion 
with pounds, dollars, or any other 
unit. A unit such as this is ob- 
viously of sufficient value to be the 
basis of a decimal system. 


Immediately this note is issued a 
basic decimal coinage system is es- 
tablished in that one hundred pence 
equal one “Austral”. After this 
note has been in circulation for suf- 
ficient time to enable the public to 
get used to it, additional coinage 
could be progressively introduced. 
For instance, a coin valued at ten- 
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pence could be issued, and the pre- 
sent shilling coin eventually elimin- 
ated. 


From time to time additional coins, 
for example, to the value of fifty 
pence, and notes having the value of 
two, five, and ten “Australs” could 
be introduced. The present notes 
and coins would be eliminated even- 
tually, so that in a comparatively 
short space of time, a complete sys- 
tem of decimal coinage would be in 
existence. 


During the transition period it 
will, of course, be necessary to con- 
vert from the decimal coinage to the 
present coinage and vice versa, but 
such conversions are simple conver- 
sions in that no change whatever in 
the value of any part of the present 
currency is envisaged. There is no- 
thing to prevent accounting, shop- 
keeping, or anything else from being 
undertaken on either of the systems 
with the appropriate conversion 
when required. 


I do not know whether what I 
have suggested is a new thought on 
the matter or not, but any conversa- 
tions that I have had to date indi- 
cate that it is a new approach. 


The virtues of what I have sug- 
gested are: (1) the value of the 
coinage is not altered in any way 
(and this seems to me to be of tre- 
mendous importance); and (2) the 
simplicity of this method as com- 
pared to other schemes. 


I feel that everybody will agree 
that the tremendous savings conse- 
quent on the adoption of the decimal 
system will greatly outweigh the re- 
latively small cost of instituting a 
system on the lines outlined above. 


In passing it might be mentioned 
that three “Australs” on the above 
basis would be the equivalent of one 
pound sterling, and that in itself 
gives a ready conversion rate for 
foreign currency. 

W. J. McFARLAND, A.A.S.A. 
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RECENT LEGAL DECISIONS 


Discussed by L. C. VOUMARD, B.A., LLB, 


Duty to Servant 

In Edwards v. West Herts Group 
Hospital Management Committee 
(1957) 1 All E.R. 541 the plaintiff 
was a resident house physician at 
the hospital. The terms of his em- 
ployment obliged him to live at a 
neighbouring hostel provided by his 
hospital-employer, and required him 
to leave the key of his bedroom in 
the lock. For his board and lodging, 
£125 was deducted from his annual 
salary of £425. 

During his absence from his bed- 
room, some clothing was _ stolen, 
whether by a person from inside or 
outside the hostel not being known, 
and he sued his employer accord- 
ingly. He claimed that his employer 
and their servants or agents owed a 
duty to him to take reasonable care 
of his bedroom, its contents, and the 
key to the door, and that they were 
in breach of this duty. To this, the 
employer alleged, and the Court of 
Appeal held, that neither as invitor 
towards invitee, nor as master to- 
wards servant, did the employer owe 
such a duty to him. True, a board- 
ing-house keeper owes a duty of care 
towards his guests, but the relation- 
ship between the parties was not 
that of boarding-house keeper and 
guest. 

The plaintiff claimed, alterna- 
tively, that there ought to be implied 
into the contract for his employment 
a term requiring the employer to 
take reasonable care of his personal 
effects, but the court was against 
him on this point, too. In the result, 
therefore, the plaintiff failed in all 
claims, and his appeal was dismissed. 


Reduction of Capital 
Preston Motors Pty. Ltd. desired 
to reduce capital, the reduction to be 
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effected by the return to sharehold- 
ers in specie of assets whose value 
was far in excess of the paid-up 
value of the shares; when the peti- 
tion for confirmation of the reduc- 
tion came before the Supreme Court 
of Victoria, the question arose 
whether such a _ transaction was 
authorised by the Companies Act, 
and, if so, whether it was one which 
the Court, in its discretion, ought 
to approve. (In re Preston Motors 
Pty. Ltd. (1957) A.L.R. 318.) 


In his judgment, Lowe, J., ex- 
pressed himself satisfied that all 
necessary formalities had been com- 
plied with, and that the capital to be 
returned was genuinely in excess of 
the company’s requirements, but 
then directed himself to the question 
posed above. He examined the 
reason for requiring the Court’s con- 
firmation to a reduction of capital, 
and concluded that it was required 
“in order to ensure that all prelimin- 
aries required by the statute have 
been observed and that the interests 
of shareholders, creditors and the 
public are adequately protected.” 


It is clearly established that ex- 
cess capital may be returned either 
in cash or in kind, and that there 
need be no exact equivalence be 
tween the nominal value of the 
shares repaid and the value of the 
assets distributed; the only effect of 
the disparity in the present case was, 
in his Honour’s view, to call for 4 
close scrutiny by the Court in the 
interests of the different classes of 
persons involved. Having found that 
no prejudice would result to either 
shareholders, creditors or the pub 
lic (the assets remaining after the 
reduction would be far more that 
sufficient to meet all liabilities and 
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“With MERCEDES, we handle 
more accounting routines, 
in normal office hours, 
than ever before” 





The handsome 


MERCEDES 75" 


Why Mercedes is chosen by major businesses and government departments. 





Complete visibility of typing line. Direct subtraction in all registers. 
Automatic lock-proof saves errors. Visible register totals. 
Twin balancing routines. 


Oblique type identifies credits, reversals, One programme bar for all set-ups 
paneer ii Date key prints day, month, year. 
Complete register flexibility. Fully electric standard typewriter keyboard. 
Carriages 18” to 324", front or back feed. Only 12 accounting keys. 


“If you’re in business, you NEED Business Equipment” 


. ) ° ) ) elephone us we will arrange a re 
Business tquipment (ty Ltd. ae 


Melbourne, FJ abe yt yt BM 6231—Adelaide, W 1589—Hobart, B 7339— 
BRISBANE, FA 1021—Perth, BA 7145. 


Sole Australian Agents for Monroe Adding-Listing and Calculating Machines, Royal Typewriters 
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EARLY START... 


UNINTERRUPTED COACHING PROCEDURES 
FOR OCTOBER EXAMINATIONS 

















Plans are now made for immediate resumption 
of Coaching facilities following conclusion of current 
half-year’s Accountancy Examinations. 


Applications for Sectional or Full Course Enrol- 
ments are now being accepted. Commencing June, 
1957 unless earlier date is fixed. Apply early. 


L. W. CHANT, Coaching Specialist 


12 Spring Street, Sydney. ‘Phone BU 3237 








Agents throughout Commonwealth and New 
Zealand. Also in London and New York. 


Cable & Te'egraphic Address: _ 
“JEFFSTOCK”, MELB. 


Telephone: MU 9171 (3 lines) 


Eric R. Jeffrey 


Member of the Stock Exchange of Melbourne 
Stock Exchange Buildings (Basement) 
422-426 Little Collins Street, Melb., C.1. 














ACCOUNTANCY CLASSES 


Thorough instruction by highly qualified 
lecturers. 


Full range of subjects for Society’s Exami- 
nations. 


Stott's Business College 
96 Russell Street, 
Melbourne, C.1. MF 5231. 








WHAT RELIABILITY MEANS FOR 
USERS OF PYROX 


Magictape 
RECORDERS! Pi 


When experienced retailers of records are asked to 
supply equipment for out-back areas where no service 
facilities are readily available, the choice is always 
reliable Pyrox Magictape. Pyrox reliability comes 
from precision manufacture by the most experienced 
magnetic recording organisation in the world. Pyroz 
reliability is your assurance, too, of low maintenance 
and trouble-free service. 


Only Pyrox gives you two hours high fidelity on each 
tape; simple controls—one speed for both speech and 
music; fast forward and rewind. 

Available music and radio stores everywhere. 


PYROX LTD. 
Melbourne .. 


14-36 Queensberry 8t., .. FJ oi 
18-20 Albion St., Sydney .. .. .. .. .. .. BA 21 
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the paid-up capital) His Honour 
confirmed the reduction. 


Not in Full Settlement 


In Neuchatel Asphalt Co. Ltd. v. 
Barnett (1957) 1 All E.R. 362, the 
company had been employed to do 
some work for the defendant. The 
bill was for £259, but the defendant 
raised certain queries which, if valid, 
would have required a reduction of a 
few pounds. He paid £125 on ac- 
count, but, before any finality had 
been reached on the disputed items, 
he sent a cheque for a further £75, 
together with a covering letter to 
the effect that he had not been ad- 
vised with respect to his queries, and 
that he was therefore enclosing his 
cheque “in respect of this work’’. 

With some ingenuity, he had the 
words, “In full and final settlement 
of account” typed on the back of the 
cheque. The cheque was indorsed 
with the company’s rubber stamp, 
and the secretary of the company 
signed a receipt on the back of the 
cheque, under the typed words. 

So far, so good, as the defendant 
had thus paid £200 in respect of a 
bill for £259. But later, when the 
company offered to allow him 
£4/10/0 against his queries, the de- 
fendant claimed that his second 
cheque was in full and final settle- 
ment of the account; it had been in- 
dorsed accordingly and accepted by 
the company; and the matter must 
therefore be treated as concluded. 

The company then sued to recover 
the £59. The county court judge 
found that £59 was much greater 
than the amount of any allowance 
that the defendant could reasonably 
have claimed, so that the issue turned 
entirely on the question: Was the 
company bound by the typed words 
on the back of the cheque? If so, its 
action would have failed, but the 
Court of Appeal, like the county 
court judge, held that it was not. 
The words, “In full and final settle- 
ment of the account” typed on the 
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back of the cheque were regarded as 
inconsistent with the main object 
and intention of the transaction, as 
the letter accompanying the final 
cheque inferred that the cheque was 
sent on account only, and, in any 
event, it was unreasonable to sup- 
pose that, in the circumstances, the 
company had agreed to a reduction 
of £59 in the account. Hence, the 
company was entitled to recover the 
balance of the amount. 

Denning, L.J., made some general 
observations on the question of sig- 
natures on printed forms of words. 
He said (at p.365): “It is a well 
settled rule of construction that, if 
one party puts forward a printed 
form of words for signature by the 
other party and it is afterwards 
found that those words are inconsis- 
tent with the main object and in- 
tention of the transaction as dis- 
closed by the terms specially agreed, 
then the court will limit or reject 
the printed words so as to ensure 
that the main object of the transac- 
tion is achieved. . . . We do not allow 
printed forms to be made a trap for 
the unwary. So, in the present case, 
words of this kind on the back of a 
cheque cannot be made a trap for 
the unwary; and this is so, even 
though they are typed and not 
printed. In the particular circum- 
stances of this case, the words ‘In 
full and final settlement’ can and 
should be rejected”. 


Condition, Warranty, or 

Misrepresentation? 

Oscar Chess Ltd. v. Williams 
(1957) 1 All E.R. 325 is a case con- 
taining a full discussion on the ques- 
tion whether representation is to be 
regarded as a warranty. 

In 1954 a lady bought a secondhand 
Morris car on the footing that it was 
a 1948 model. It had first been re- 
gistered in 1948, and had suffered 
five changes of ownership up to 
March, 1954, when the lady acquired 
it. 
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Her son, W, used it a great deal 
thereafter, often giving lifts to L, 
a salesman employed by Oscar Chess 
Ltd. motor dealers. L, like W, 
thought it was a 1948 model, and 
when W sought to buy a Hillman 
car from L’s employer, trading in 
the Morris, his offer was accepted, 
and a trade-in allowance of £290 
made on the basis of W’s statement 
that the Morris was a 1948 model. 
It was this allowance that made the 
transaction possible. 


The Morris was later discovered 
to be, not a 1948, but a 1939 model, 
the appropriate allowance for that 
model being only £175. The error 
arose because the two models were 
outwardly similar, and someone, 
prior to 1954, had fraudulently al- 
tered the car’s papers to describe it 
as a 1948 model. 


W and L had throughout acted in 
the innocent, but erroneous, belief 
that the car was of the later vintage, 
and, when the company sued W for 


£115, the difference between the 
trade-in values of the two models, the 
question was, Was W’s representa- 
tion to L, that the car was a 1948 
model, a condition, or a warranty? 
The county court judge held it to be 
a condition, and gave judgment for 
Oscar Chess Ltd. for the £115 
claimed without further ado. 


But in the Court of Appeal, the 
question was more elaborately con- 
sidered, and by a majority (Morris, 
L.J., dissenting) it was held that the 
representation was neither a condi- 
tion nor a warranty; it was a mere 
innocent misrepresentation, so that 
the company was not entitled to re- 
cover anything by way of damages 
(had it been fraudulent, of course, a 
claim for damages could have been 
sustained). 


It was suggested, too, that had the 
company acted promptly, it could 
have had the contract set aside for 
mistake, but it had delayed too long 
for this. And, since it was unable 
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to convince the majority of the court 
that the representation amounted to 
either a condition or a warranty, the 
loss had to be borne by the company, 
not by W. True, the company could 
recover damages against whoever 
had altered the car’s papers, but he 
could not be traced, so that that mat- 
ter was one of mere academic in- 
terest. 


Measure of Damages 


In Charter v. Sullivan ((1957) 1 
All E.R. 809), C, a motor car dealer, 
agreed to sell a Hillman Minx car to 
S for £773/17/0, the retail price as 
fixed by the manufacturer. § later 
declined to complete the purchase, 
but a few days later C resold the car 
to another purchaser at the same 
price. 

C then sued S for damages 
for breach of contract, claiming 
£97/15/0, being the loss of the profit 
he would have made if he had sold 
the car in question to S as well asa 
similar car to the second purchaser. 

By the Sale of Goods Act (Eng.)— 
similar legislation is in force in Aus- 
tralia—the measure of damages in 
such circumstances is_ the loss 
directly and naturally resulting from 
the buyers breach of contract, and § 
denied that there had been any profit 
lost, so that C should be entitled only 
to nominal damages. 


This argument found favour with 
the Court of Appeal. C’s sales 
manager, in evidence before the court 
below, had said that had C sold this 
car to S C would nevertheless have 
been able to sell another one to the 
second purchaser, as it was possible 
to sell all Hillman Minx cars that 
could be had from the manufacturer. 
This evidence made it plain that C 
had sold the same number of Hillman 
Minx cars and made the same profit 
as he would have made if S had 
carried out his contract; no loss of 
profit having, therefore, been proved, 
C was entitled to nominal damages 
only (40/-). 
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TAXATION REVIEW 


R. E. O'NEILL, F.A.S.A. 


Questions and Answers in Parliament 


Workers’ Travelling Fares 


Mr. KEARNEY (Cunningham, 
NS.W.).—I ask the “Treasurer 
whether it is a fact that the cost of 
purchasing, maintaining and running 
motor cars by commercial and in- 
dustrial establishments for use by 
their directors and managerial staffs, 
including transport to and from their 
places of business, is an allowable 
deduction for taxation purposes. If 
so, will the Treasurer exp'ain why 
train, tram and bus fares expended 
by workers in going to and from 
their work are not similarly classified 
as allowable deductions for taxation 
purposes? Finally, will he take early 
action to rectify this obvious in- 
justice to workers? 


Sir ARTHUR FADDEN.— The 
subject raised by the honourable 
member has been under considera- 
tion by various governments and, in- 
deed, by the previous Government. 
This Government has adopted exactly 
the same attitude as that adopted by 
the Government with which the 
honorable member was associated. It 
is a matter of policy that is con- 
stantly under consideration. 


(September 13, 1956.) 


Mr. KEARNEY (Cunningham, 
NS.W.) asked the Treasurer, upon 
notice— 


1. Is the cost of purchasing, main- 
taining and running motor cars used 
by business organizations, including 
the cost of transporting directors and 
Managers to and from their homes 
and places of business an allowable 
Suction under existing taxation 

w? 


2. Is it a fact that the cost of em- 
Dloyees’ fares to and from their 
homes and places of work is not an 
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allowable deduction under existing 
taxation laws? 


3. If so, will the Government take 
action to alter the law to permit as 
an allowable deduction the cost of 
fares to and from work? 


Sir ARTHUR FADDEN.— The 
answers to the honorable member’s 
questions are as follows:— 


1. The cost of motor cars used by 
a taxpayer in the ordinary course of 
business is deductible by way of a 
depreciation allowance at the rate of 
15 per cent. per annum. The cost of 
maintaining and running motor cars 
used for that purpose is deductible in 
the year in which the cost is incurred. 
As a general rule, an employer would 
be entitled to deduction of the cost 
of transporting employees, whether 
they be directors, managers, or per- 
sons employed in other capacities to 
and from their homes and place of 
employment, if that transport is 
undertaken as an ordinary matter of 
business. Directors and managers 
incurring expenditure on their own 
account for fares between their 
homes and their places of work 
would not be entitled to any deduc- 
tion of the amount incurred. 


2. Yes; such expenses are regarded 
as being of a private or domestic 
nature the deduction of which is ex- 
pressly excluded from deductible ex- 
penditure by section 51(1) of the 
Income Tax and Social Services Con- 
tribution Assessment Act. 


8. Similar proposals have been con- 
sidered from time to time but to date 
no amendment which would prove a 
suitable alternative to the existing 
position has been found. 


(October 6, 1956.) 
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Mr. COSTA (Banks, N.S.W.).—I 
ask the Treasurer again: Will he con- 
sider making the fares paid by a 
worker when travelling to and from 
his place of employment an allowable 
deduction for income tax purposes? 
Employers who use motor cars for 
such travel derive some benefit from 
the existing provisions. Owing to in- 
creased fares, a worker in the metro- 
politan area of Sydney may have to 
pay up to £50 a year for journeys to 
and from his work. A concession of 
this kind would encourage decen- 
tralisation. Has the Treasurer con- 
sidered the matter, and, if so, has he 
reached a decision favourable to the 
workers? 


Sir ARTHUR FADDEN.—There is 
no novelty in this request. Proposals 
of this kind have been considered by 
successive governments, including 
the Chifley Government. A commit- 
tee established by this Government 
to inquire into and report upon 
various aspects of the incidence of 


taxation recommended against such 
a concession, and the Government has 
no intention of granting it. 


(November 8, 1956.) 


Workers’ Overalls 


Mr. WARD (East Sydney, N.S.W.) 
asked the Treasurer, upon notice— 


1. Is it a fact that there have been 
cases where, under the terms of 
their employment, employees have 
been supplied with overalls by the 
employer, and that subsequently, 
either by mutual agreement or by 
order of the appropriate arbitration 
authority, this practice has been dis- 
continued, and, in substitution, a 
financial payment has been made to 
the employee to meet the expense in- 
volved? 


2. If so, has the Commissioner of 
Taxation refused to allow this 
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amount as an allowable deduction for 
taxation purposes? 


3. Will the Treasurer take ap- 
propriate steps to have all moneys 
spent by workers in the purchase of 
overalls or special industrial clothing 
declared an allowable deduction? 


4. If he is not prepared to adopt 
this suggestion, will he seek other 
means to rectify this injustice to em- 
ployees ? 


Sir ARTHUR FADDEN. — The 
answers to the honorable member's 
questions are as follows:— 


1. No doubt, there are cases of 
this nature. 


2. The Commissioner of Taxation 
informs me that he is not aware of 
any case where an employee has been 
refused a claim for the deduction of 
the cost of purchasing and maintain- 
ing overalls if the employee has re- 
ceived from his emp!oyer an allow- 
ance specifically for the purpose of 
meeting those costs and the full facts 
have been disclosed in his return. 


3 and 4. The Income Tax and 
Social Services Contribution Assess- 
ment Act provides that expenditure 
necessarily incurred in gaining or 
producing assessable income is de- 
ductible so long as the expenditure is 
not of a private, domestic or capital 
nature. It is considered that this pro- 
vision is adequate to meet the cir- 
cumstances described by the honor- 
able member. 


(October 9, 1956.) 


(Where, as a condition of his em- 
ployment, an employee must wear, 
and maintain at his own expense, 4 
uniform, the expenditure is deduct- 
ible (5 C.T.B.R. (N.S.) Case 50) but 
the employee must prove his claim 
be  stahesegs (N.S.) Case 51—Tax 
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TAXATION REVIEW 


THE LAW SHIPPING CASE 


By R. E. O’NEILL, F.A.S.A. 


The conclusion arrived at in this 
article is that the Scottish Court of 
Session did not in Law Shipping Co. 
Ltd. v. I.R. Comrs. (1923), 12 T.C. 
621, enunciate a test of what is 
capital expenditure different from 
that which had been previously laid 
down in Vallambrosa Rubber Co. 
Ltd. v. Farmer (1910) 5 T.C. 529 
or from that which was subsequently 
formulated by Viscount Cave L.C. in 
Atherton v. British Insulated and 
Helsby Cables Ltd. (1926) 10 T.C. 
155. Having regard to the conclusion 
arrived at it is suggested that the 
Boards of Review have, in many of 
the cases concerned with initial re- 
pairs, applied the Law Shipping Case 
to circumstances far outside those in 
which the Scottish Court arrived at 
its decision that the expenditure there 
in dispute was of a capital nature. 

In the result it is suggested that 
some of the Boards’ decisions were 
wrong. 


The Facts of the Case 


In Law Shipping Co. Ltd. v. I.R. 
Comrs. (1923) 12 T.C. 621 a com- 
pany purchased a secondhand ship in 
December, 1919, when her quadren- 
nial Lloyds’ survey was overdue. 
The survey had been deferred pend- 
ing the completion of a voyage about 
to begin at the date of purchase. 
The purchase price was £97,000. 
Some six months after purchase, the 
survey was made and the company 
was obliged to spend £51,000 on re- 
pairs—an amount, it might be noted, 
equal to nearly 53% of the purchase 
price. The expenditure was neces- 
Sary in order that the ship should 
retain her class. 
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On a claim for deduction of the 
sum of £51,000 the Special Commis- 
sioners held the part of the expen- 
diture applicable to the period prior 
to the company’s ownership must be 
treated as capital and, on the evi- 
dence, they allowed £12,000 as being 
the part of the expenditure which 
was applicable to the period during 
which the taxpayer company was 
owner. Thus, about one-quarter of 
the expenditure was allowed as a 
deduction, although the period of 
ownership by the purchaser was only 
one-eleventh. The Commissioners’ 
decision was unanimously affirmed 
by the Scottish Court of Session. Of 
the four judges who determined the 
case, the Lord President (Clyde) de- 
cided that the sum disallowed was 
not wholly and exclusively laid out 
or expended for the purposes of the 
purchaser’s trade: the other three 
decided that the sum was capital ex- 
penditure. 


The Court’s Views 


At p. 627 Lord Skerrington said 
“the validity of the appellant’s claim 

. . seems to me to depend primarily 
upon a question of fact”. In this 
connection the following quotations 
appear to be of interest. At p. 626 
the Lord President said “it would be 
unreasonable and abnormal—in any 
commercial sense—to saddle such 
trading (by the purchaser) with the 
burden of arrears of repairs inciden- 
tal to the trading of their predeces- 
sors from which the purchasers de- 
rived no benefit”. 

Lord Cullen said (p. 628): “If the 
ship had been a new ship but not 
completed so as to make it adequate 
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for use, and if the appellants had 
laid out on it the money required to 
complete it, there would, I take it, 
have been no doubt that the money 
so laid out would have been properly 
treated as capital expenditure. The 
ship actually bought by the appel- 
lants was not a new ship, but it was 
not complete and adequate for use 
in their intended business, in-as- 
much as a large amount of money 
had to be laid out on necessary re- 
pairs”. In substance the expendi- 
ture was equivalent to an addition to 
the price. Lord Sands reached his 
conclusion “though not with complete 
satisfaction” on two grounds (p. 
629): (1) “Repairs necessary at the 
time of purchase to render the sub- 
ject of purchase serviceable fall to 
be added to the initial cost as a capi- 
tal charge. (2) Upon ordinary busi- 
ness principles this outlay appears 
to me to be properly a capital 
charge” ... “The question is... 
whether according to accounting 
principles, they ought to be charged 
to capital or to income”. 


New Test of Capital Expenditure 


It seems plain from the foregoing 
that the decision in the Law Ship- 
ping case was based on the Court’s 
view of the particular facts and that 
it cannot be said, as the Boards have 
said, that the case lays down any 
principle or rule for determining 
what is expenditure of a capital 
nature. For example, if, to use 
Lord Cullen’s expression, a_ ship 
was on the date of its acquisition 
complete and adequate for use by 
the purchaser, then the Law Ship- 
ping case is not authority for the 
disallowance of any expenditure 
upon what are truly repairs—repairs 
that do not in any: substantial sense 
add to the real value of the asset. 
On this view it is suggested that the 
cases where the Boards have been 
concerned only with expenditure on 
what was purely repairs have been 
wrongly decided. Such outlays are 
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not, to use the words of Lord Sands, 
properly a capital charge “upon 
ordinary business principles” ; nor in 
such cases would it be said that “ac- 
cording to accounting principles” 
such outlays ought to be charged to 
capital and not to income. 


The test of commercial or account- 
ing practices adopted in the reason- 
ing that led to the expenditure by 
the Law Shipping Company being 
held to be of a capital nature is 
merely a test ancilliary to the domin- 
ant test of what is capital expendi- 
ture as formulated by Viscount Cave, 
L.C. in Atherton v. British Insulated. 
and Helsby Cables Ltd. (1926) 10 
T.C. 155 at pp. 192-3: 


“But when an expenditure is 
made, not only once and for all, 
but with a view to bringing into 
existence an asset or an advantage 
for the enduring benefit of a trade, 
I think there is very good reason 
(in the absence of special circum- 
stances leading to an opposite 
conclusion) for treating such an 
expenditure as properly attribut- 
able not to revenue but to capital.” 
In the Helsby Cables Case itself 
a conclusion of the majority in the 
House of Lords was that the dis- 
puted item was not a proper debit 
against the incomings of the trade 
when computing the balance of pro- 
fits. ; 


It is accordingly submitted that 
the ratio of the Law Shipping case 
is within the test declared and crys- 
tallised by Viscount Cave after his 
analysis of the principle on which 
other decisions concerning capital 
expenditure rested. 


Limitation of Decision 


The foregoing view is supported, 
it is submitted, by the reasoning of 
the later Court of Session decision 
in I.R. Comrs. v. Granite City Steam- 
ship Co. Ltd (1927) 13 T.C.1. In 
that case the Company’s only ship 
was seized in 1914 by the German 
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Government and handed back to it 
in 1918 in a condition which necessi- 
tated extensive overhaul and recon- 
ditioning. The cost of repairs was 
some £10,000 which the company had 
included in the sum of damages 
claimed by it from the German Gov- 
ment. The sum accepted by the com- 
pany in full settlement of its claim 
for damages was treated as a re- 
ceipt of capital, not assessable to 
tax. In these circumstances it was 
held that the cost of reconditioning 
the ship prior to her sailing on her 
first voyage after her recovery by 
the company was capital expendi- 
ture. It would appear that the re- 
conditioning necessary to make the 
ship serviceable was so extensive as 
to remove the cost thereof from that 
class of expenditure which in com- 
mercial principles would be a proper 
debit to income account. The con- 
verse of the Granite City Steamship 
case arose in the Australian case of 
Lancy Shipping Co. Pty. Ltd. v. 
F.C.T. (1951) 5 A.I.T.R. 135 where 
it was held that an unexpended bal- 
ance of moneys received from the 
Navy as being the cost of recondi- 
tioning a freighter requisitioned dur- 
ing the war was a receipt of a capital 
nature. 


The proposition that the Law Ship- 
ping case does not have the broad 
operation which has been given to it 
by Boards of Review may also be 
supported by reference to Whelan v. 
Dover Harbour Board (1934) 18 


T.C. 555. In that case the Harbour 
Board in 1923 took over the outer 
harbour from the Admiralty by 
whom it had _ been previously 
controlled. The Harbour Board was 
already in possession of the inner 
harbour and it spent considerable 
sums of money in removing ships 
the Navy had deliberately sunk in 
the Admiralty harbour during the 
war near the entrance to the har- 
bour. The general Commissioners 
upheld the contention of the Harbour 
Board that the expenditure was laid 
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out on work of a nature similar to 
ordinary dredging or the removal of 
wrecks or other obstructions and 
that it was money wholly and ex- 
clusively laid out or expended for the 
purpose of the trade and was not of 
a capital nature. 

The Court of Appeal held that 
there was evidence on which the 
Commissioners could arrive at their 
finding of fact so that their decision 
could not be questioned. However, 
both Lord Hanworth, M.R. and Sles- 
sor, L.J. expressed the view that the 
Commissioners’ opinion was the cor- 
rect one. It may be mentioned that 
the Law Shipping case was noted 
in a list of decisions on similar points 
but was in all other respects ig- 
nored. 


Application by Boards of Review 


It is suggested that the three de- 
cisions cited above all rest ultimately 
on the proposition that expenditure 
in improving or remedying defects 
in assets held or used for the pur- 
pose of producing assessable income 
or in carrying on a business for that 
purpose may be of a capital nature 
where the expenditure is made “with 
a view to bringing into existence an 
asset or an advantage for the en- 
during benefit of a trade” as where 
the expenditure is made to effect an 
improvement to a newly acquired 
asset, i.e, where the expenditure 
upon repairs is made in such circum- 
stances that in a substantial sense it 
results in an addition to the real 
value of the asset. 

The Law Shipping case has been 
extended by the Boards of Review to 
apply to any case where the need for 
expenditure on repairs did not arise 
after acquisition of the asset by the 
taxpayer. The Boards have taken 
the view that the fact that the work, 
such as painting, may not be neces- 
sary at the time of purchase is ir- 
relevant even where the work does 
not add anything to the value of the 
asset. Thus in 11 C.T.B.R. Case 63 
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the cost of exterior painting to a re- 
cently purchased city property was 
disallowed as being capital expen- 
diture. The Board said at p. 201: 
“We do not doubt that the building 
was then in good order, but this does 
not alter our view. It is evident 
that it was considered to be in the 
taxpayer’s interest to give a more 
attractive appearance to the newly 
acquired property, and in our opinion 
the cost of the exterior painting is 
assimilated in character to the pur- 
chase price”. Similar views were 
expressed in 11 C.T.B.R. Case 65 at 
p. 206. It is submitted that the fore- 
going decisions cannot be supported 
in principle. 

The view that any expenditure 
upon repairs the need for which 
arose prior to the taxpayer’s owner- 
ship is of a capital nature has been 
extended by the Boards to property 
acquired under a will—see 9 C.T.B.R. 
Case 52; 1 C.T.B.R. (N.S.) Cases 
18 and 85; 2 C.T.B.R. Cases 17 and 
18. In Case 18 last mentioned a 


modern block of rent-producing flats 
completed in 1939 was transferred 
in September, 1947, in terms of the 
will of a deceased who had died in 


July, 1946. The new owners ex- 
pended moneys on (i) making good 
defects to or renewing worn out 
parts of the property, (ii) painting 
interior of building and (iii) paint- 
ing exterior of building. Board No. 
2 held that the taxpayer had failed 
to prove that the expenditure was 
other than of a capital nature. If 
the analysis given above of the basis 
of the decision in the Law Shipping 
case has any substance it is sub- 
mitted that the Board’s decision can- 
not be supported. 

It is consistent with the views here 
expressed that expenditure upon re- 
pairs to property acquired in a badly 
dilapidated condition has _ been 
rightly disaliowed as being of a 
capital nature in such cases as 8 
C.T.B.R. Case 44; 10 C.T.B.R. Case 
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84; 1 C.T.B.R. (N.S.) Cases 55 and 
68 and 4 C.T.B.R. (N.S.) Case 56, 
Nor in applying the test suggested 
by the writer would any different 
conclusion result where the new 
owner of property is unaware at the 
time of acquisition of any unusual 
dilapidation. The decisions in 11 
C.T.B.R. Case 64; 2 C.T.B.R. (N.S.) 
Case 11; 3 C.T.B.R. (N.S.) Case 36 
and 4 C.T.B.R. (N.S.) Case 124 all 
proceed on the basis that knowledge 
of the existence of dilapidation was 
irrelevant. 

It would seem that all the Boards 
of Review have so far committed 
themselves to acceptance of an ex- 
tended application of the reasoning 
in the Law Shipping Case that it 
may be doubted whether the Boards 
could now be persuaded to another 
view unless there were a High Court 
decision against the views which 
have been so often followed by them. 





Commonwealth Trading Bank’s 
New Company Registry 


Press references to arrangements made 
with a New York Bank to issue shares of 
an Australian company in America high- 
lights one of the activities of the recently 
formed stock and share department of 
the Commonwealth Trading Bank. The 
arrangements provide for American de- 
positary receipts which are an acceptable 
marketable security on the New York 
stock exchanges to be issued by the New 
York Bank agaimst American owned 
shares in the Australian company held in 
Australia. 

Another function of the stock and share 
department, and one new to banking here, 
is the establishment of a service to pro- 
vide for the complete management of the 
stock, share and debenture registers of 
public companies. This service includes 
such facilities as registration of trans- 
fers and issue of new scrip certificates, 
calculation and payment of dividends or 
interest, establishment of branch registers 
and preparation and processing of work 
involved with new issues of capital. 

It is believed that this fully mechanised 
system with ready access to the principal 
business centres in all States will produce 
economies of operation and lead to & 
quicker turnround of marketable se- 
curities. 
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An Outstanding Introductory Offer! 


To introduce the new BRUNSVIGA 

range of Adding and Calculating Mach- 

ines we are pleased to offer THREE 

SUPERB MODELS at special prices 

from MARCH 31st to MAY 31st 
ONLY. 


BRUNSVIGA Model 94T. 


lowest priced most revolutionary adding- 
subtracting machine with full keyboard! 
—Keyboard capacity to £99,999/19/11 
— Credit balance 
— Accumulation to £999,999/19/11 


—ALL METAL—NO PLASTIC 
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Superb value at:— 
Fully portable, weighs only 7/b. 


Attractive carrying case £2/18'- 


BRUNSVIGA Model G. 
Adding — Subtracting — Listing 
With Credit Balance. 
Fast, smooth electric 
operation with manual | 21 
reserve for blackouts. 


BRUNSVIGA Model 16T. 
shown below. 
High-capacity CALCULATOR 
Compact block keyboard 
(10 x 8 x 16) 
Conveniently grouped clearing. 


SILENT action. ¢1 21 
Priced at 


= Send or phone for Literature :— —— 


WED Agency (Aust.) 
Pty. Limited 


6 Stanhill, 418 Elizabeth St., 
34 Queens Rd., SYDNEY 
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UNDERWOOD SUNDSTRAND 


RR 


PORTABLE POSTING MACHINE 
WITH 14 AUTOMATIC OPERATIONS 


does a complete 12 KEY OPERATION 
mechanised accounting job IS 


for less than £500 FASTER + EASIER + SIMPLER 
STOTT & UNDERWOOD LTD. 


Off 252 GEORGE STREET, SYDNEY — BU 1182 





STOTT & UNDERWOCD LTD. ALA. JUNE 


POST COUPON Box 1556, G.P.O., SYDNEY 
cioeee forward Information on the Underwood Sundstrand Portable Posting 
achine. 


FOR FULL = 
PARTICULARS ADDRESS 
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NOTES ON SELECTED TAX CASES 


By D. C. WILKINS; B.COM., A.A.S.A. 


Creating a Nuisance 


Legal costs incurred by a rubbish 
disposal firm in unsuccessfully con- 
testing an action brought by the 
Health Department were held to be 
not deductible under Section 51 of 
the Income Tax Assessment Act. 


On the authority of English cases 
on the subject, it appears to be a 
settled principle that penalties im- 
posed for breaches of the law com- 
mitted in the course of exercising a 
trade or business are not allowable 
as a deduction in determining tax- 
able income. 


On the other hand, in the case of 
The Herald & Weekly Times Ltd. v. 
Federal Commissioner of Taxation 
(1982) 48 C.L.R. 1138, which con- 
cerned an action for libel against the 
newspaper, it was held that the 
damages awarded should be allowed 
to the newspaper company, as the 
possibility of a libel action was in- 
herent in the nature of the business 
being conducted. The act which pro- 
duced the assessable income (the 
publication of news) was the act 
which exposed the company to the 
danger of a libel action. 


In the present case, a partnership 
which was engaged in the business 
of collecting and burning rubbish, 
had the permission of the municipal 
council to burn rubbish at a dump 
within the city area. However, a re- 
sident of the municipality lodged a 
complaint, and as a result of a visit 
by an inspector of the Department 
of Health, action was taken against 
the partnership under the Local 
Government Act, on the ground that 
the partnership was the owner of a 
rubbish dump from which smoke and 
dust were emitted in such quantity 
as to be a nuisance. 
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The partnership contested the ac- 
tion, not wishing to lose the use of 
the dump which was convenient to 
the area from which the rubbish was 
collected. Legal costs amounting to 
£350 were incurred, which the part- 
nership had claimed as a deduction. 
The charge was proved and each 
member of the firm was fined £1. 


At the hearing before the Board of 
Review (6 C.T.B.R. (N.S.) Case 
22) the partnership relied on the de- 
cision in The Herald & Weekly Times 
case (mentioned above); it was sug- 
gested that the activities which pro- 
duced the assessable income by their 
nature exposed the partnership to 
the likelihood of an action for creat- 
ing a nuisance. The burning of rub- 
bish is expected to produce smoke 
and dust of some intensity, and the 
lodging of a complaint could not be 
an unexpected outcome. 


The Board, by a majority, con- 
sidered that the present case was 
distinguishable from The Herald & 
Weekly Times case. Here there was 
not an outgoing resulting from a 
civil claim for damages, but a 
penalty imposed for the infringe- 
ment of the law. The costs incurred 
in defending the action were there- 
fore held not to be outgoings of a 
commercial nature. The fact that 
only a nominal fine was imposed, 
which presumably was indicative of 
a lack of moral blame, was regarded 
as of no importance. 


In addition, the opinion was ex- 
pressed that the partnership expected 
that the success of the prosecution 
would make it necessary for the 
rubbish to be disposed of at alter- 
native dumps some distance from the 
city area, involving increased trans- 
port costs. This implied that the 
expenditure was incurred to pre- 
serve the partnership’s “profit-yield- 
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ing subject” and accordingly was re- 
garded as of a capital nature. 


Goodwill of Professional Practice 


Payments for the goodwill of a 
dental practice, and for a restrictive 
covenant in connection with the prac- 
tice, held to be not a “premium” 
under Section 83 of the Income As- 
sessment Act (before the 1952 
amendment). 


The treatment of goodwill associ- 
ated with the assignment of leased 
premises has been altered by new 
legislation which came into operation 
in 1952, with the result that a pay- 
ment for such goodwill is assessable 
to the vendor of the business, and a 
deduction to the purchaser, only if 
both parties agree that it should be 
treated as a lease premium. How- 
ever, cases dealing with payments 
for goodwill are still being heard, 
and although perhaps of no practical 
application now, are yet both inter- 
esting and informative. 


Under the old legislation, “con- 
sideration for or in connection with 
goodwill attached to or connected 
with land a lease of which is granted, 
assigned, or surrendered” was a lease 
premium for the purposes of the 
special provisions of the income tax 
law affecting leases. The circum- 
stances of the operation of many and 
varied businesses have been con- 
sidered by Boards of Review in seek- 
ing to determine whether, in each in- 
stance, the goodwill was “personal” 
(not connected with the premises) 
or “local” (connected with the pre- 
mises). 


This case, reported in 6 C.T.B.R. 
(N.S.) Case 30, concerned a dental 
practice carried on in rooms on the 
first floor of a building in a suburban 
shopping centre. The purchase of 
the practice involved the payment of 
£1,000 for goodwill, and £500 for an 
undertaking by the outgoing dentist 
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that he would not carry on a prac- 
tice within a radius of four miles 
for a period of five years, and in- 
cluded the assignment of the tenancy 
of the premises. 


The outgoing dentist remained for 
three weeks with the purchaser, in- 
troduced him to patients, handed 
over patients’ cards, etc., and noti- 
fied patients of the fact that the 
practice had been transferred. 


The taxpayer (who had purchased 
the practice) claimed that the pay- 
ments made totalling £1,500 were 
for “local” goodwill. It was stated 
that his average daily patients num- 
bered about twenty, of which two or 
three were casuals. Some of the 
vendor’s patients could not be per- 
suaded to stay with him, but most 
did. 


The Board considered that the 
value of the outgoing dentist’s prac- 
tice was largely based on his per- 
sonality, ability and good reputation, 
and not upon the locality of the pre- 
mises. This “personal” goodwill he 
endeavoured to transfer to the pur- 
chaser. In a sense, he sold the in- 
troduction to his patients, and 
agreed, by the restraint of trade 
covenant, not to deny the benefit 
arising from the introductions by 
competing with the purchaser. Ac- 
cordingly, it was held that the major 
part of the value of the practice did 
not arise from the situation of the 
rooms, and as no apportionment was 
possible, a deduction for the pay- 
ments for goodwill and the restraint 
of trade covenant could not be 
allowed as a lease premium. 


Repairs to Leased Premises 


Expenditure on repairs to leased 
premises incurred by the lessee im 
mediately after entering into pos- 
session, held to be expenditure of @ 
capital nature. (United Kingdom In- 
come Taz). 
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The treatment for income tax pur- 
poses of “initial repairs” usually 
brings to mind the decision in the 
case of Law Shipping Co. Ltd. v. 
Inland Revenue Commissioners 
(1923) 12 T.C. 621. There, a ship 
was bought in a state of disrepair, 
and it was held that the considerable 
expenditure incurred on _ repairs 
made subsequent to the purchase 
was of a capital nature, on the 
ground that the accumulated repairs 
could not properly be attributed to 
the period of trading of the pur- 
chaser, but to the period of trad- 
ing of the vendor. 


In the case of Jackson (Inspector 
of Taxes) v. Laskers Home Fur- 
nishers Ltd. [1956] 3 All E.R. 891, 
the taxpayer who incurred the ex- 
penditure on “initial repairs” was 
not the owner, but the lessee. 


Premises had been unoccupied 
since 1934 and were in a bad state of 
repair. They were leased in 1952 to 
the taxpayer for a term of fourteen 
years, and a covenant was entered 


into under which the lessee agreed 
to reinstate the premises, including 
the repair of the main roof and plas- 
ter, the installation of electric light 
and heating, and the installation of 
anew shop front. In return for so 
undertaking, the rent of £1,000 p.a. 
was reduced to a peppercorn in the 
first year and to £700 in each of the 
next six years. 


The expenditure incurred 
amounted to £2,275. The English 
High Court held that the expendi- 
ture was not deductible in comput- 
ing the taxpayer’s profits for income 
tax purposes, as it was expenditure 
of a capital nature on accumulated 
repairs or alterations to the pre- 
mises. 


The Court remarked that the tax- 
payer had adopted a form of transac- 
tion which involved bearing the bur- 
den of what might have been allowed 
as a deduction if it had been payable 
as rent. The landlord might have 
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agreed to a lease of fourteen years 
and an annual rent of £1,000 per 


‘annum, in which case the tenant 


would have been entitled to a deduc- 
tion of this £1,000 rent. However, 
a different plan was adopted, by 
which, in consideration for the re- 
duction of the rent, the tenant 
agreed to do work which otherwise 
the landlord might have been re- 
quired to do. This work, the Court 
stated, represented a capital expen- 
diture required on the tenants’ ac- 
quisition of the premises for the 
purposes of their trade. 


The remarks of Lord Greene, M.R. 
in Henriksen v. Grafton Hotel Ltd. 
[1942] 1 All E.R. 678 were quoted: 
“Tt frequently happens in income tax 
cases that the same result in a busi- 
ness sense can be secured by two dif- 
ferent transactions, one of which 
may attract tax and the other not. 
This is no justification for saying 
that a taxpayer who had adopted the 
method which attracts tax is to be 
treated as though he had chosen the 
method which does not and vice 
versa’”’. 


Purchase and Sale of Shares 

A loss suffered on the sale of 
shares in a mining company was held 
to be not allowable under Section 52 
of the Income Tax Assessment Act. 


Considerable difficulty is often ex- 
perienced in determining whether 
shares which are by their nature of 
a speculative character have been 
acquired as an investment, or for the 
purpose of profit-making by sale. 
It is of course to the taxpayer’s ad- 
vantage to establish, where a profit 
on sale results, that investment is 
the motivating factor, but where 
there is a loss on sale, such a con- 
clusion would not be in his best in- 
terest. 

Shares in a gold mining company 
had been purchased and sold over a 
period of years from 1935 to 1940. 
In 1938, the taxpayer, who had be- 
come a director of the company, 
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held 400 shares only. A year later 
a further 2,525 shares, which had 
been purchased in the name of a 
family investment company, were 
transferred to the taxpayer with- 
out consideration, and in the early 
part of 1940 1,300 shares were ac- 
quired. 

In December, 1939, a letter was 
written to the Commissioner request- 
ing him to treat the taxpayer as an 
investor and not as a share trader. 
The taxpayer, presumably, was seek- 
ing to establish agreement with the 
Commissioner as to the treatment 
of the financial result of subsequent 
sales of shares. The Commissioner 
agreed, but not to the extent of in- 
cluding the gold mining shares. 
Then in 1948 a further request was 
made that the gold mining shares 
should be treated as investments, to 
which the Commissioner made no 
reply. 

The mining company went into 
liquidation, and taxpayer received 
£768 in respect of his 4,225 shares 
which had cost him £1,819. The loss 
of £1,051 was claimed as a deduc- 
tion under Section 52, implying by 
that claim that if a profit had re- 


sulted, such a profit would have been 
assessable income under Section 26 
(a). 

It was pointed out that the bur- 
den was cast upon the taxpayer of 
establishing that the shares in re 
spect of which the loss was suf- 
fered had been purchased for resale 
at a profit, or as part of a profit 
making undertaking or scheme. The 
Board of Review considered that the 
two letters which had been written 
to the Commissioner represented a 
strong presumption that such was 
not the case. Although the letters, 
in themselves, were not positive evi- 
dence as to the taxpayer’s intentions 
when acquiring the shares, their 
existence, together with somewhat 
unsatisfactory evidence of the cir- 
cumstances surrounding the pur- 
chase of the shares, resulted in the 
Board reaching the conclusion that 
the taxpayer’s contention had not 
been proved. It was held therefore 


that the taxpayer had not made out 
his case in the positive terms re 
quired, and the deduction for the 


loss was not allowed. 
The case is reported in 6 C.T.B.R. 


(N.S.) Case 28. 
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MATHEMATICS AND 
MANAGEMENT 


The science of mathematics is one 
which commands universal respect. 
It is recognised as an indispensable 
tool in such diverse pursuits as as- 
stronomy and nuclear physics, air- 
craft design and medical research, 
thermodynamics and life insurance. 
Yet its application to the problems of 
business management has made little 
progress to date. 

The reason is not so much that the 
mathematician finds it difficult to 
help the businessman, but rather that 
the businessman finds it difficult to 
accept help from the mathematician. 
As Joel Dean has pointed out, the 
executives who use the results must 
be willing to believe in the method, 
and this usually means that they 
have to understand it. The need for 
plausibility thus imposes a severe 
restraint on the use of matrix al- 
gebra and differential equations in 
solving business problems, and seri- 
ously limits the market for higher 
mathematics. 


Economic Lot Size 

What are some of these manage- 
ment problems to which mathe- 
matics offers a solution? One of the 
simplest is the problem of economic 
buying quantities and economic pro- 
duction lots. The mathematical solu- 
tion to this problem was published 
many years ago, and has found its 
way into such standard works as 
Alford’s “Cost and Production Hand- 
book”. Because the formula con- 
tains a square root sign, however, 
and because it cannot be proved 
without using differential calculus, it 
does not seem to have enjoyed wide 
popularity. 
_ Mr. N. E. Lang has performed an 
important service, therefore, in de- 
monstrating the validity of the 
mathematical approach without re- 
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sorting to algebra, let alone differen- 
tial equations. His exposition, in the 
March 1957 issue of The Controller, 
will be of considerable interest to 
all who have faced this problem of 
determining economic lot sizes, but 
are unable to place their faith in an 
algebraic formula. 


Linear Programming 

There are other problems, how- 
ever, the mathematical treatment of 
which cannot be simplified in this 
way. Prominent among them are 
problems of optimum product mix 
and production planning, which fre- 
quently call for the application of 
linear programming. Given the vari- 
able cost (marginal cost) of each 
product, the quantities which can be 
sold at each price, the production 
capacities of the various sections of 
the plant, and the available quanti- 
ties of each raw material, mathe- 
maticians can determine the produc- 
tion programme which will give the 
highest net return. 

Similarly, it is possible to plan 
mathematically the number and loca- 
tion of depots which will minimise 
distribution costs in a given area. 

In general, any problem which 
calls for the balancing of several 
variables to secure an optimum re- 
sult is probably capable of exact 
solution in the hands of a skilled 
mathematician. 

This does not necessarily involve 
employing a full-time mathematician, 
or purchasing an electronic com- 
puter. Several consultants on this 
kind of work are now operating in 
Australia, and at least one electronic 
computer is available to do work on 
a hiring basis. 

The main thing is that manage- 
ment should be able to recognise this 
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kind of problem, and should be pre- 
pared to accept the help which 
mathematics can give. 


Suggested Reading 
R. R. Crane, “Operations Research 
in Industry”, 
March, 1957. 
R. G. Canning, “The Role of Op- 
erations Research”, chapter 8 of 


The Controller, 


S.A. Legal Practitioners 
Act Amended 


Attention is drawn to rules of 
court amending the trust account 
rules which appeared in the Govern- 
ment Gazette of February 21, 1957. 

The rules came into force on 
March 25, 1957. 

Notable alterations effected by 
these rules are as follows:— 

1. The Australian Society of Ac- 
countants has been added to the 
societies whose members may be 
named by practitioners for approval 
as auditors of their trust accounts. 

2. Practitioners are now required 
to keep full and accurate separate 
trust accounts of all receipts and 
payments of trust moneys, and keep 
those accounts at all times properly 
written up (Rule 13). 

3. Receipt books are now required 
to be numbered or lettered serially or 
consecutively by printing or machine, 
and practitioners are required to pro- 
duce any unused receipt books to 
their auditor if he so requires (Rule 
14). 

4. The matters hitherto required 
by Rule 17 to be considered by an 
auditor when making his report of 
the result of the annual audit have 
been added to. 

The auditor is now required to 
consider in addition to other matters 
mentioned in the Rule— 

(a) Whether the trust accounts 

appear to have been kept at 
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Electronic Data Processing for 
Business and Industry, John 
Wiley & Sons, N.Y., 1956. 


W. W. Cooper and A. Henderson, 
“An Economic Introduction to 
Linear Programming”, Part | 
of An Introduction to Linear 
Programming, John Wiley & 
Sons, N.Y., 1953. 


all times regularly and pro- 
perly written up. 

Whether at any time during 
the period of his audit the 
practitioner had _ insufficient 
funds in his trust account to 
meet all the trust account 
liabilities of the practitioner. 


(e) Whether the practitioner has 
or has had any debit accounts 
in his trust account. 


(f) Whether the practitioner 
has drawn from his trust ac- 
count any sum on account of 
costs or otherwise without at 
the time of such drawing 
allocating such drawing to 
any specific account. 

As a consequence of the amend- 
ments to Rule 17, a new form of 
auditor’s report has been agreed 
upon by the Law Society and the 
Master of the Supreme Court as 
being appropriate and acceptable 
where the auditor is of opinion that 
the trust accounts are in order and 
that there is no matter or thing in 
relation to the trust accounts which 
should be communicated to the 
Master. The form of the report may 
be obtained from the office of the 
State Registrar. 

A new Rule (22A) has been added 
requiring a practitioner who ceases 
to practise to have his trust accounts 
audited up to the date when his trust 
~ ee have been properly disposed 
of. 
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VOUCHERS—SEPARATE or “AMALGAMATED"? 


In this article, J. O HAIR, LL.B., B.Ec., A.A.S.A., demon- 
strates that by “amalgamating” the supplier’s invoice and 
his receipt for payment more time is lost than is gained 
than if such documents were kept separate. 


HE systematic keeping of vouch- 
ers follows two main courses, 


i.e. 

(1) to keep all one type of voucher 
separate from all other types of 
vouchers, e.g., separate files are es- 
tablished for invoices for goods pur- 
chased, duplicate invoices for goods 
sold, receipts from suppliers, dupli- 
cates of receipts issued for money 
received from customers, and so on; 
or 

(2) all the vouchers connected 
with one customer for the complete 
transaction are filed together, e.g., 
the invoice for goods received is 
filed, and, when payment is made, 
the receipt is filed on top of the in- 
voice and placed away with the other 
vouchers ready for auditing. 


Either of these procedures, being 
systematic, will do the job, and the 
procedure which requires the “amal- 
gamation” of vouchers is satisfac- 


tory—up to a point. It is not effici- 
ent, but it will do the job, even if it 
means that the auditor will have to 
go from place to place, from journal 
to journal and from ledger to ledger, 
turning over the different vouchers 
on the file as he goes. We all know 
the typical thick file of well-thumbed 
vouchers with which an auditor is 
trying to deal in his audit. With 
this voucher procedure there is a 
great temptation to “amalgamate” 
what is already “amalgamated”, i.e., 
to put all the vouchers for one cus- 
tomer together. This system will 
work—but we pay a heavy price 
for it. 

Procedure (1)—keeping each type 
of voucher separate—is the more ef- 
ficient system, and a survey shows 
that it is being used increasingly by 
accountants. (NOTE: one of the 
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main objections raised by some ac- 
countants is that they like all the 
vouchers together when they draw 
a cheque for payment. This is not 
necessary; they can pay on the 
ledger balance, and more accountants 
are doing this. In any case, it can 
easily be overcome; they can pay on 
the ledger balance and sight the in- 
voice as well.) 

Most accountants like to have a 
voucher on a separate piece of paper 
for each transaction. They will have 
a voucher for each completed 
transaction, but it is having the 
voucher on a separate piece of paper 
that is important. The accountant 
likes the invoice for goods supplied 
to be received and put through the 
procedure of being passed for pay- 
ment. He then has a voucher which 
he regards as a proper authority on 
which to pay. He then draws a 
cheque and makes the payment, in 
due course receiving a receipt. Here 
he has two perfect vouchers—the in- 
voice and the receipt. The problem 
then is how to file them. Are they to 
be kept in separate files on invoices 
and receipts respectively, or are they 
to be “amalgamated”, that is to be 
placed together on the one file? 

If they are kept separate, decided 
advantages result. All the inwards 
invoices, filed one on top of the other, 
will support (i) the purchases jour- 
nal, which is in fact a “copy” of the 
file of inwards invoices, (ii) the 
total of the purchases account in the 
ledger, and (iii) the purchases figure 
in the trading account. All the re- 
ceipts for money paid out will sup- 
port the cash payments journal, and 
the total of cash paid in the credi- 
tors’ control account. If the vouchers 
are allowed to remain separate, they 
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are in perfect condition for ready re- 
ference, and they remain in the same 
condition for the auditor. 


If they are “amalgamated”, a sys- 
tem can easily be devised for produc- 
ing them for quick reference when 
required. However, without separat- 
ing them again and placing them in 
date order—a most laborious task— 
they cannot ever be presented to the 
auditor in separate files, each file 
being the basis of a journal—the 
purchases journal, the cash pay- 
ments journal and so on. The audi- 
tor has to wade through the 
vouchers, going from one journal to 
another, or alternatively, dealing 
with the purchases journal first, and 
then with the cash payments jour- 
nal. It sometimes happens, that the 
auditor deals with them one way for 
a while, and then changes to the 
other. He has to rely on his check 
ticks to see what he has and has not 
done. Many accountants know of 
occasions when this procedure has 
turned out unsatisfactorily. 


If the vouchers are kept separate, 
the auditor’s task is greatly reduced, 
and he can perform the audit far 
more efficiently. He has one file of 


vouchers for purchases; one for 
sales; one for returns inwards; and 
so on. The total of any file of 
vouchers equals the total of the cor- 
responding item in the final ac- 
counts, and the audit becomes more 
efficient and less laborious. A pre- 
cise figure cannot be given here for 
the amount of work saved, but it 
would not be over-estimating the 
position to say that, where the 
vouchers are “amalgamated”, the 
auditor would have to do three or 
four times as much work to achieve 
the same result as would be the case 
were they not “amalgamated”. 
Many accountants who do operate 
a system of amalgamation are forced 
into this position through the in- 
ferior recording of vouchers. They 
only get one document where they 
ought to get two or three, or even 
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more. If we examine the usual ac- 
count for electricity supply, it will 
be found that there are two vouchers 
on the one piece of paper. Unless 
the two parts are separated either 
physically, or by using the bill as a 
receipt and preparing some other 
piece of paper (voucher) for internal 
use to support the light and power 
column in the expenses journal (or 
the voucher’ register, or _ the 
columnar cash book, whichever sys- 
tem we are using), we have our 
vouchers “amalgamated” regardless 
of our wishes in the matter. 

The receipted invoice is compara- 
tively easy to deal with; as long as 
there are not too many, they could 
be handled as they came in. But the 
difficulty becomes too great if debtors 
are allowed to return our statements 
with the cheque which varies from 
the original amount due by (a) the 
value of some goods now returned; 
(b) an allowance now taken; (c) a 
deduction for services rendered; 
(d) “a little bit off the mortgage”, 
and so on. This sort of thing can 
upset the system if we accept it and 
do not prepare the necessary vouch- 
ers. These departures from the sys- 
tem should be discouraged. 

The answer to the problem does 
not lie in accepting pieces of paper 
containing more than one voucher 
and saying that as several of our 
vouchers are not on separate pieces 
of paper we may as well “amalga- 
mate” the rest. What we gain by 
expediency at this stage is paid for 
over and over again when the time 
comes to audit the accounts. 

Vouchers are the foundation of 
accounts and, as such, deserve the 
correct treatment, i.e., all the vouch- 
ers must be present (either as an 
original or as an “authenticated 
duplicate”). The voucher for each 
type of transaction should be placed 
on a file separate from all other 
types, and they should be placed on 
the file in date order for the whole 
period of the accounts. 


The Australian Accountant, June, 1957. 





i a i 


~~. > ss =. 


_— = 





— 





Students Section ..... 


Wwits this issue “The Australian Accountant” begins a new department 
to serve accountancy studénts. 


By arrangement, authorities on the various phases of accounting will 
contribute articles written expressly to assist students and the first con- 
tribution in this series, “Meetings of Companies” appears below. It is 
written by CURTIS A. REID, B.Com., F.A.S.A., A.LC.S., a practising 
chartered accountant who takes a keen interest in students’ activities 
and is well-known as an accountancy coach. 


This section of the journal will be available for the publication of 
students’ letters relevant to their study problems with the aim always 
being the promotion of discussion helpful to students. 








MEETING OF COMPANIES 


The result of much observation is 
that this part of Company Law and 
Practice presents some difficulties to 
students. This is so possibly be- 
cause the Companies Acts are ne- 
vessarily brief on the subject; on 
the other hand, many text-books tend 
to incline too far in the other direc- 
tion. 

Out of a desire to steer a middle 
course which might be of assistance 
in the examination room preparation 
arises this article, which is a con- 
densed summary of some of the more 
important points that emerge from 
this most interesting phase of com- 
pany administration. 


Meetings—Their Purpose 


_ The purpose of holding a meeting 
is to afford opportunity for discus- 
sion, and although this is particularly 
true of board meetings, it also ap- 
plies to meetings of members, of 
creditors, of committees, and so on. 
From discussion comes the most 
mature expression of completed 
thinking, and in relation to the 
affairs of a company, this thinking 
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produces the answers to the ques- 
tions: What is to be done? How is 
it to be done? When is it to be 
done? Where is it to be done? 


So it follows that one man cannot 
by himself constitute a meeting. In 
the first place, it would be a logical 
absurdity, for no man can meet him- 
self; in the second place, the oppor- 
tunity for discussion would be limited 
—to say the least; and in the third 
place, it has been held to be illegal 
for such a procedure to operate as 
a valid meeting. The leading case 
on this point (Sharp v. Dawes) re- 
cords how one member only attended 
the appointed place at the appointed 
time. Having elected himself to the 
chair, he purported to transact the 
business set out on the agenda sheet, 
and finally closed the proceedings 
with a vote of thanks to the chair- 
man, for acting. Needless to say, 
the “meeting” and the transacted 
business were entirely invalid. 


It is of interest to note that on 
another occasion, the Court, as a 
matter of convenience, accepted a 
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signed resolution of approval of a 
proposed course of action, from a 
member who held all the preference 
shares in the company, and whose 
approval was needed to allow the 
scheme to proceed. In the circum- 
stances, this was a distinguished case 
and does not alter the general prin- 
ciple that one man cannot constitute 
a meeting. 


When Meetings are to be Held 


To ensure that the opportunity for 
discussion be given to the members 
of the company, the Acts provide 
for a meeting to be held at least once 
in each calendar year and within a 
limited time of the date of the meet- 
ing’s immediate predecessor. This 
discussion is the theory of the mat- 
ter, although as Hargreaves Parkin- 
son asks in his fascinating book, 
Scientific Investment, “what would 
happen if all the members of even 
a medium sized company exercised 
the right of attendance, quite apart 
from such an eventuality in the case 
of some of the biggest English com- 


panies, the membership of some of 


which is about 100,000?” More 
usually, it is necessary to fix a 
quorum or minimum attendance, and 
again, many meetings are merely 
formal, and often no real discussion 
does, in fact, take place. 

Again, every public company must 
hold a meeting of the members early 
in its life, usually between one and 
three months from the date at which 
it is entitled to commence business. 
The purpose of this meeting is to 
provide an opportunity for the mem- 
bers to be informed as to how the 
formation and initial dealings of the 
company have so far progressed. The 
meeting is usually known as the 
Statutory Meeting. 

If, at any time, some of the mem- 
bers require a meeting to be held, 
provision exists for a specified pro- 
portion of them to call upon the 
directors to convene it. This is 
known as an “Extraordinary Meet- 
ing on Requisition”. 
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Kinds of Meetings 
P Meetings may be classified as un- 
er: 
(a) General Meetings— 
(i) Ordinary. 
(ii) Extraordinary. 
(b) Directors’ Meetings. 
(c) Liquidation Meetings— 
(i) Members. 

(ii) Creditors. 

(iii) Committee of inspection. 
(d) Class Meetings. 

This last type refers particularly 
to meetings of preference share 
holders, who may be required to meet 
in order to approve of some proposal 
the effect of which is to alter their 
rights. 


Ordinary Meeting 

The ordinary meeting is the one 
which the company must hold in each § 
year as required by law. The com 
pany’s articles of association may ™ 
provide for two or more ordinary | 
meetings, e.g. half-yearly, although 
it is unusual for more than one to 
be prescribed in any year. 


Extraordinary Meeting 

Any extra or additional meeting 
(including the Statutory Meeting) is 
known as an extraordinary meeting. 

Note that ordinary and extra 
ordinary meetings are all general 
meetings, that is, meetings of the 
members of the company. 


Nature of the Business of the 

Meeting 

The proposals to be put before a 
meeting may be divided into: 

Ordinary business; and 

Special business. 

Either kind of business may be 
transacted at either kind of meeting; 
thus at the only ordinary meeting in 
the year, the special business known 
as reducing capital, or that of plac 
ing the company in liquidation, may 
be transacted, provided that proper 
notice of such business be given, and 
that such notice comply with the 
requirements of the law (eg. 4 
minimum notice period of 21 days). 
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- The Quorum 

Before any business of any kind 
ean be done, a quorum must be pre- 
‘gent. A quorum is defined as “the 
minimum number of persons who 
must be present before any business 
can be validly transacted at a meet- 
ing”. 

The quorum must be: 

(1) Competent—that is, the mem- 

bers must be capable of un- 
derstanding what is going on, 
and particularly in the case 
of meetings of directors, must 
consist of those who are not 
personally interested in any 
business laid before the meet- 
ing. 
Continuing—the prescribed 
quorum must remain through- 
out the transaction of the 
business. 


Personal attendance—where, 
for example, the quorum is 
three, and two members at- 
tend, one or both of whom 
hold proxies for other mem- 
bers, there is not a quorum 
present. 


Notice of Meeting 


The notice is important. Its prin- 
cipal function is to inform members 
and others of the intention to hold 
ameeting, and to state the purposes 
of the meeting. 


The notice must accordingly state 
the place, time, and date of the meet- 
ing and should set out the several 
items of business to be transacted. 
In this respect, the statement of the 
business should fairly and reasonably 
indicate the true nature thereof; it 
is not sufficient, for example, to de- 
scribe a proposed increase in direc- 
tors’ fees as “matters of finance”. 

Where extraordinary or special re- 
solutions are to be put as motions, 
the notice must state the motion or 
motions exactly; it must also state 
the intention to put them as extra- 
ordinary or special resolutions, as 
the case may be. 
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Notice must be given at least so 
many days before the proposed date 
of holding the meeting as is laid 
down in the articles, or the Act. 

A meeting must therefore be pro- 
perly— 

Convened—.e. the notice. 

Constituted—i.e. the quorum. 

Conducted—i.e. order must be pre- 

served in accordance with the 
generally accepted rules of de- 
bate. 


Motions and Resolutions 

The business is put before the 
meeting as a motion; if carried it 
becomes a resolution, otherwise the 
motion is said to be lost. 

The Companies Acts are concerned 
only with the motions that are not 
lost, and thus confine their definitions 
to “resolutions”’. 


The resolutions are: 

(i) Ordinary. 

(ii) Extraordinary—those whose 
validity depends on the word- 
ing of the notice, and the pro- 
portion of members actually 
voting, who are in favour of 
the motion. 

(iti) Special—those whose validity 
depends on the same facts as 
in the case of the extraordi- 
nary resolution, and upon a 
specified period of notice, 
usually twenty-one days. 

(iv) Class—being a_ resolution 
passed by a specified majority 
of the holders of a particular 
class of share e.g. preference. 

(v) Directors. 

(vi) Creditors—in the event of 
liquidation. 


Voting and Proxies 
Voting is done in company meet- 
ings by a show of hands, or on a poll. 
Where proxies are permitted by 
the articles, they may vote or be 
used according to the meaning at- 
tached to the word. 
A proxy is: 
(i) a person representing an- 
other, or others at a meeting; 
er 
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(ii) the instrument which appoints 
the person who is to represent 
that other or those others. 


The rule for voting on a show of 
hands is “One person, one vote.” 
This applies even if the proxy who 
attends the meeting holds “instru- 
ment” proxies from a hundred other 
members. The benefit of these other 
proxies can be obtained only by a 
count of votes on a poll. 


Polls 


A poll is a method of voting where- 
by votes are recorded on a voting 
paper, the number of votes to which 
each member is entitled being deter- 
mined by the number of shares held 
by him, in conjunction with the com- 
pany’s articles of association. The 
articles will also provide for the 
minimum number of members who 
may demand a poll, and the Com- 
panies Acts include provision to cover 
any situation in which the articles 
fail to provide this minimum. The 
Acts also prevent too high a num- 


ber’s being required; this acts as 
a safeguard against the possible 
wishes of the majority being disre- 
garded by a minority who attend 
the meeting and vote on a show of 
hands, in the opposite direction to 
the majority vote. 


Members or proxies must be pre- 
sent in person to be able to demand 
a poll. In one case, Ernest v. Loma 
Gold Mines Ltd), the facts were that 
two persons, holding betwen them 
about seven-eighths of the total vot- 
ing rights of the company, in the 
form of proxies, attended the meet- 
ing; they could therefore have passed 
or blocked any motion put before the 
meeting, provided the vote were 
taken on a poll. The articles, how- 
ever, required a poll to be effectively 
demanded by at least three members; 
as a result, their demand for a poll 
was properly refused by the chair- 
man, since no other person present 
joined in the demand. Thus the 
resolution was passed in the terms 
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required by the minority, which had 
voted on a show of hands. 


Minutes 

Minutes are records of the busi- 
ness transacted at a meeting, and 
must be kept in books provided for 
the purpose. This requirement is 
laid down by the Companies Acts, 
and so the minute books are among 
the statutory books of the company. 
When signed by the chairman, the 
minutes constitute strong prima facie 
evidence that their contents are a 
correct description of what happened 
at the meeting. 

The chairman at each meeting asks 
the members to vote on the correct- 
ness of the record of the previous 
meeting as evidenced by the minutes. 
It is this verifying resolution that is 
so commonly mis-described as “con- 
firming” the minutes. No confirma- 
tion is needed; if it were, the divi- 
dend declared at one annual meet- 
ing could not be paid until subse- 
quently confirmed at the next annual 
meeting. 

The resolution should read: Re 
solved that the minutes of the pre 
ceding meeting be accepted as a 
correct record of the proceedings 
thereat. 


Conclusion 

It is hoped that this brief sum- 
mary will prove of assistance to 
students. There is nothing new in 
it; there is nothing in it that is not 
in all recognised books on the sub 
ject. But since the subject is the 
consideration of company law, and 
not secretarial practice, this outline 
may prove helpful. 

Finally, there is no more attrac 
tive and informative reading on the 
subject of meetings than Meetings, 
by F. D. Head, which should be read 
by all. Hargreaves Parkinson's 
Scientific Investment is another book 
which should be on the bookshelf of 
every student and professional mat. 
Both books are easy to read, we 
produced, and thoroughly sound iD 
substance. 
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Australasian Institute 


VICTORIA 


Public Lecture Series 


A public lecture series consisting 
of three lectures under the heading 
“Practical Approaches to Three Dis- 
tribution Cost Problems” has re- 
cently been completed. 


The first lecture entitled “Packag- 
ing Costs” was given on May 2 by 
Mr. J. P. Beveridge (managing direc- 
tor, McLaren & Co. Pty. Ltd.) who 
is also president of the National 
Packaging Association of Australia. 
Of particular interest were Mr. Bev- 
eridge’s comments on the increasing 
trend towards the pre-packaging of 
articles, and his samples of recent 
developments in containers, both 
from local and overseas sources. 

The second lecture on “Warehous- 
ing and Retailing Costs” was 
delivered by Mr. A. E. Carson, 


B.Com., A.A.S.A., cost accountant, 
Myer Emporium Ltd., on May 8. Mr. 
Carson compared retailing costs in 


Australia with those of American 
retailers he had visited. He empha- 
sised the need for allocating responsi- 
bility for expenditure to particular 
executives, 


For the final lecture delivered on 
May 16 on “Transportation Costs” 
the lecturer was Mr. L. A. Schumer, 
F.C.A.A., F.A.S.A., M.Inst.T., general 
manager and director of Yellow Ex- 
press Carriers Ltd., who is an ac- 
knowledged leader in this particular 
field. Mr. Schumer pointed out that 
while transportation costs of con- 
sumer goods from the final manu- 
facturer to the consumer may not 
be great, the total transportation 
costs through all stages of manu- 
facture may be a considerable part 
of the total cost. 


Due to Governmental restrictions, 
taxes and subsidies, there were 
humerous instances in which what 
appeared to be the most economical 
form of transport turned out not to 
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of Cost Accountants 


be the cheapest form to the user of 
transport services. In the long run 
everyone had to stand part of the 
higher cost of uneconomical means 
of transport. Of particular interest 
to the users of transport services 
were Mr. Schumer’s comments on the 
effect on transportation costs of 
density of the goods using alterna- 
tive air, land and sea transport ser- 
— and the packing required for 
each. 


Certificates of Membership 


The State president, Mr. H. F. Fox, 
F.C.A.A., presented certificates to 
seventeen members on the evening 
of May 21 in the library of the 
institute. 


NEW SOUTH WALES 


The annual meeting of the New 
South Wales Division of the Aus- 
tralasian Institute of Cost Accoun- 
tants was held on April 16. The 
chairman, Mr. R. F. Jarman, in the 
course of his remarks following the 
election of councillors, paid a special 
tribute to the service rendered to the 
Institute by Mr. A. D. Richmond, 
who, for the first time in many years, 
a declined nomination for the coun- 
cll. 


Visit to Warragamba Dam 

The activities committee of the 
New South Wales Division of the 
A.I.C.A., is pleased to report the suc- 
cess of the tour of the Warragamba 
Dam area which took place on April 
27. The inspection party was con- 
ducted over the area by a representa- 
tive of the Water Board and a most 
pleasant and instructive outing was 
enjoyed. Because the number of 
members wishing to participate ex- 
ceeded the permissible number, the 
Water Board agreed to allow a second 
inspection party to visit the area on 
June 29. 
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A.S.A. NEWS AND NOTES 


QUEENSLAND 


Office Bearers, 1957-1958 

At a meeting of the Divisional 
Council held on April 29 the follow- 
ing office-bearers were elected: State 
president: Mr. R. F. Butt, F.A.S.A.; 
vice-president: Mr. W. T. Reid, 
F.A.S.A.; and honorary treasurer, 
Mr. A. S. Donnelly, A.A.S.A. 

At this meeting, the council noted 
with pleasure that Mr. Butt had been 
elected a vice-president of the Society 
at the last General Council meeting. 

The council was also pleased to 
welcome Messrs. G. C. Townson, 
A.A.S.A.; E. Smith, F.A.S.A.; and J. 
T. Catton, A.A.'S.A., who were re- 
— elected to the Divisional Coun- 
cil. 


Life Membership 


The divisional council at its last 
meeting heard with great pleasure 
that its recommendation to General 
Council that the honour of life mem- 
bership be conferred upon Mr. J. E. 
England had been approved. This 
honour was in recognition of Mr. 
England’s long service to the ac- 
countancy profession, first through 
the Federal Institute of Accountants, 
then for his part in the amalgama- 
tion by Institutes concluding as the 
first State president of the Queens- 
land Division of the Society. 


Accounting Convention 


A successful convention for mem- 
bers of the Queensland Division was 
held at Caloundra from April 5 to 7. 

The convention was opened on Fri- 
day evening by the State president, 
Mr. J. Devitt, and a message of good 
wishes for the success of the con- 
vention from the then general presi- 
dent, Mr. G. E. Fitzgerald, was read 
to members. 

On Saturday morning, the first 
technical session included a paper by 
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Mr. R. K. Yorston, Bachelor of Com- 
merce, F.A.S.A., on the “Organiza- 
tion and Control in Companies”. 


The Saturday afternoon was free 
for members to play golf, bowls or to 
surf. 

On Saturday evening, the second 
technical session, “Bringing Figures 
to Life”, was led by Mr. R. W. Beard- 
more, A.A.S.A., and this was fol- 
lowed by a conference session. 


On Sunday morning, the third 
technical session was a paper by Mr. 
A. Greenhill, F.A.S.A., F.C.A.A., on 
“Current Trends in Cost Account- 
ing”. 

The conference concluded with a 
luncheon which provided a_ most 
pleasant session and a happy note on 
which to end the convention. 


Honorary Degree of Master of Com- 
merce 

At the graduation ceremony of the 
University of Queensland held on 
May 2, 1957, the honorary degree of 
Master of Commerce was conferred 
by the Chancellor on Mr. Page- 
Hanify, F.A.S.A., Registrar of the 
University of Queensland. 


Students’ Society 


The second meeting arranged by 
the Queensland Students’ Society’s 
committee was held in the Odd- 
fellows’ Hall, Charlotte St., Brisbane, 
on April 9 when a large and en- 
thusiastic audience of students 
listened with great interest to the 
paper delivered by Mr. C. Drinkhall 
on “Examination Technique”. 

The students were unanimous that 
this paper would prove a great help 
to them in their forthcoming exami- 
nations. 

At a meeting to be held in the near 
future, of which notice will be given, 
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it will be proposed that the students 
form themselves into a separately 
constituted Society under the guid- 
ance and general direction of the 
Divisional Council, which hopes that 
as many students as possible will at- 
tend for this purpose. 


TASMANIA 

Mr. J. E. Braithwaite, A.A.S.A., 
has resigned as Tasmanian State 
Registrar and Mr. L. J. Farrell, 
A.A.S.A., has been appointed to the 
position. 

Mr. Braithwaite became registrar 
upon the formation of the Society 
and has brought the Tasmanian Divi- 
sion successfully through its initial 
stages. 

Mr. Farrell is a member of the firm 
of Loney and Farrell. He saw war 
service with both Army and Navy. 


SOUTH AUSTRALIA 
At a recent meeting of the South 
Australian Divisional Council, the 
following appointments were made: 
State president: Mr. C. L. Hargrave, 
A.A.S.A.; vice-president: Mr. L. H. 
Duncan, F.A.S.A.; hon. treasurer: 

Mr. D. P. Williams, F.A.S.A. 


Presentation of Certificates 

A function was held on May 14 at 
the Curzon Theatrette, Gawler Place, 
Adelaide, where the State president, 
Mr. C. L. Hargrave, presented certi- 
ficates to those members admitted to 
the Society following the October 
1956 examinations. 


VICTORIA 

Monthly Luncheons 

The April luncheon was addressed 
by Mr. P. G. Law, M.Sc., S.Inst.P., 
FR.GS., Director of the Antarctic 
Division, Department of External 
Affairs, on the subject of Australia’s 
Antarctic Territory. Mr. Law has 
spoken to members before and his 
interesting talk was appreciated by 
members. 
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The May luncheon had as a 


‘speaker Mr. A. G. Whitlam, B.A., 


B.Com., F.A.S.A., F.C.LS., the Direo- 
tor of the Zoological Gardens who 
spoke on the subject of “Running A 
Modern Ark.” Mr. Whitlam was ably 
assisted by several female members 
of his staff who introduced Godfrey, 
a carpet snake, Florabelle, a koala, 
and Percy, a possum. Melbourne’s 
three television stations recorded the 
occasion and featured the luncheon 
in their news services. 


Accountants in Legal Offices 


A group is about to be formed of 
accountants interested in advancing 
the scope of accounting procedures in 
legal offices. Members interested are 
asked to contact the State Registrar. 


Family Circle Discussions 


At the April discussion Senior 
Detective Garvie gave a most 
interesting address on the subject of 
the Victorian Police Department’s 
Companies Investigation Squad. 


The May discussion took the form 
of a showing of slides taken by Mr. 
Dudley V. Peck during his visit over- 
seas, which he used to illustrate his 
talk on office layout and design. 


Bendigo Branch 


The branch secured a record at- 
tendance of 58 to hear Mr. Morgan 
of International Business Machines 
Ltd. speak on the subject of “Elec- 
tronic Computers and Data Process- 
ing.” 

Guests included the general super- 
intendent of the S.E.C. at Yallourn, 
Brigadier Field, members of his 
senior engineering staff, senior offi- 
cers of the Gas and Fuel Corporation 
of Morwell, and a representation of 
bank managers from this area. Con- 
siderable interest was shown in the 
lecture and in the supporting film 
and the function augurs well for 
the branch activities for this year. 
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PROFESSIONAL NOTICES 


Rate per line, 5/-; minimum per insertion, 15/., 


SENIOR ACCOUNTANT. We require 
the services of an accountant in the 25/30 
age group. Qualification essential. Ex- 
perienced in taxation work and capable 
of handling clients. Excellent remunera- 
tion and ample scope for advancement. 
Application by letter to Arthur J. Morris 
& Co., Chartered Accountants (Aust.), 
166 Ann Street, Brisbane. 


TAXATION SERVICE. Member of In- 
stitute, ex-senior officer taxation depart- 
ment, recently established at convenient 
city address, will act as Sydney agent for 
country and interstate tax agents. Reply 
to No. 245, C/- Australian Society of Ac- 
countants, 5 Bligh Street, Sydney. 


WANTED TO PURCHASE—Expanding 
chartered accountants prepared to extend 
further, will purchase clientele (large or 
small) of members of the Society. En- 
quiries will be treated as _ confidential. 
Reply Box 1768 ‘Q’ G.P.O., Melbourne. 


VACANCY FOR ACCOUNTANT/SEC- 
RETARY. A qualified accountant/secretary 
is required by a well-known light engineer- 
ing company established in manufacturing 
distribution. This is an executive appoint- 
ment and successful candidate will be re- 
sponsible for all financial and secretarial 
matters including financial accounts, cash, 
debtors, etc., and to be secretary to the 
board. Reply in writing with full details. 
Box 452, Australian Society of Accountants, 
37 Queen Street, Melbourne. 


SENIOR CLERK for small, well-estab- 
lished Sydney practice. Partnership pros- 
pects for young, qualified man with drive 
and initiative. Must have good audit ex- 
perience. Reply in confidence, giving full 
details, to “Accountant”, Box 1433, G.P.O., 
Sydney, N.S.W. 


PRACTICE WANTED: Member of the 
Society, 43 years of age, with both com- 
mercial and professional experience, de. 
sires to purchase city or suburban practice, 
Advertiser is of good financial standing, 
and will purchase outright goodwill, fur. 
niture and equipment. Will also consider 
position with view to partnership, or with 
retiring sole practitioner. Replies to No, 
246, c/o Australian Society of Accountants, 
5 Bligh Street, Sydney, N.S.W 


THE NEW SOUTH WALES 
UNIVERSITY OF TECHNOLOGY 


Vacancies for Senior Lecturers/Lecturers 
in Accountancy 


The University invites applic ations for 
appointment to vacancies on its academic 
staff in the faculty of Commerce. Vacan- 
cies exist in the following fields:—Finan- 
cial Accounting, Cost Accounting and 
Legal subjects. 


Applicants must possess a degree or 
diploma or equivalent qualification and 
will be required to undertake lecturing 
and research work in the School of Ac- 
countancy. Practical experience in the 
accountancy field is desirable and lectur- 
ing experience will be an advantage. 


Salary: Senior Lecturers—£1,865 range, 
£2,215 per annum; _Lecturers—4£1,265 
range, £1,815 per annum, commencing rate 
according to qualifications and experience. 

Further particulars may be obtained 
from Professor E. B. Smythe, Head of 
School of Accountancy, N.S.W. University 
of Technology, Kensington, New South 
Wales. 


Applications should be forwarded in an 
envelope marked “University Appoint- 
ment,” to the Bursar, Post Office, Box 1, 
Kensington, New South Wales. 





Now available 





GOLDBERG AND HILL’S 
“ELEMENTS OF 
ACCOUNTING” 
Price: 17/6 per copy 


Accountants Publishing Co. Ltd. 
37 Queen Street, Melbourne, C.1. 








NIGHT CLASSES 
AT TAYLOR'S 


ACCOUNTANCY 
Preliminary, Stages I, II, Ill 


George Taylor & Staff 
306 Little Collins St., Melbourne 


(Entrance in the Causeway) 
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AUSTRALIA 
AND THE 
(HALLENGE OF CHANGE 


Being a study of the second Industrial Revo- 
lytion and its possible effects upon Australia. 
B 


y 
WALTER SCOTT 
Management Consultant. 
This book outlines what is happening 
throughout the world in the field of automa- 
tin, electronics, cybernetics and atomics. It 
gives a background of knowledge sufficient 
io allow thinking people to study what the 
fects of such changes are likely to be when 
their real impact progressively reaches Aus- 
tralia. 
The many changing aspects are obviously 
if vital importance to business and manage- 
ment generally and these coming changes 
camot be ignored. 
1957 PRICE £3/15/- 
(postage 1/1) 


OUTLINE 
OF 
ACCOUNTING 


Being the 4th edition of 
A Philosophy of Accounting 
B 


y 
LOUIS GOLDBERG, B.A., M.Com., F.A.S.A. 
Senior Lecturer in Accountancy. 
University of Melbourne. 

This work was first published, under the 
title, “A Philosophy of Accounting,” nearly 
twenty years ago. The matter in the original 
manuscript has been considerably added to, 
subtracted from, and otherwise altered be- 
tween the first writing and the present pub- 
lication. The original purpose, however, has 
been adhered to, namely, to set out, as clearlv 
as possible, a logical and consistent approach 
to the study of accounting. 
1957 Price £1/2/6 
(postage 7d.) 


THE LAW BOOK CO. OF AUSTRALASIA PTY LTD. 


140 Phillip Street. 
Svdnev 
BW 8041 


425 Little Collins Street, 21 
Melbourne 
MU 7888 


Adelaide Street, 
Brisbane 
B 8882 
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A Few Examples by 


STUART TAYLOR Pty. Ltd. 


Fine Printers, 55 William Street 
MELBOURNE 


The Letterhead Specialists 


TELEPHONE MU 6217 


CHRTRON Ppyy 





it is believed that the attackers trailed his car before shooting him in a struggle outside his com 
pany’s premises” tT | 


[ PRESS: mon who was injured in. this-morning p was carrying a company 


ef 


ys 
She tir eeU 
> a sti 2 do 


dah a restatnd 


YOUR 

1 ACCOUNTAR 
MAY BE TH 
TARGET © 


one pay day. 


Cee 


in the future 


To replace your accountant may be costly much safer than you could ever do if 
and inconvenient to you... then there's self, even with as few as 7 people ony 
the possible loss of the payroll. BUT WHAT staff. The cost? Judge for yourself, 
ABOUT HIS FAMILY . . . and your con- a £700 payroll, the only outlay is 2A 
science? That's when you begin to realise week: for a £2,000 payroll, just £2/5/: 
that pay days can cost you far more than credible, isn't it? . . . especially when 
the money you draw. Mayne Nickless can payroll is fully insured against all risks 
collect your payroll for you cheaper and so the moment you pay your staff. 


For an on-the-spot quotation for your payroll simply ring: 


MAYNE NICKLESS PAYROLL DELIVER 
AND BANK DEPOSIT SERVIC 


697 Elizabeth Street, Melbourne. FJ 
572 King Street, Newtown, Sydney. LAS 
or any of our offices at 
ADELAIDE, BRISBANE, BROKEN HILL, GEB0% 
RV WOLLONGONG, PORT KEMBLA & HOE 
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INVENTORY 


Pet 


Which method should this Production Man choose? 


ls Hindsight better than Foresight? Sometimes 
tis but not in this case. Controlling his stock on 
the basis of PAST USAGE has led to shortages, 
werstocks, obsolescence, useless tying up of capital 
tad a lot of other evils of of Be inventory. 

is just realising there is another way — a better 
wy for him — PROJECTED FORECASTS. Some- 
times the Hindsight method is better . . . sometimes 


Foresight is better . . . and this regardless of what 
type of system is used. 

Are you sure which method is best for your 
Company? Here’s an easy way to find out. Just 
‘phone your nearest Chartres branch (Systems 
Division) and ask for the Technical Sales Repre- 
sentative. He will be glad to call upon you and 
discuss this subject as it applies to YOUR business. 


Chartres - austraa 


BRISBANE 
14651 


MELBOURNE — 
MU 8131 


— CANBERRA — 
32006 


DIVISION OF 
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NEWCASTLE - 
62144 


REMINGTON RAND 


HOBART 
82886 


CAIRNS 
2568 


PERTH 
89281 


TOWNSVILLE os 
4046 


INTERNATIONAL 


ADELAIDE 
w4631 


xxiii 





Wherever there's business there's &-> Qurroughs 


—to save your time and money 


ReEE HOSS 
Reeeceses 
SSecceeee 
Seecenesse 
BSCE CCSE ; 
SBeececeee 


The Burroughs Sensimatic — 
wonder accounting machine 
with a built-in brain. Four 
separate operations at the turn 


The Burroughs Cash Register of a —_ Fast. Easy to 
produces itemized receipts, records operate. jw cost. 

all kinds of transactions. Can 

change immediately to a precision 

adding machine for all kinds of 

general figuring. 


The Burroughs Calculator, 14-dial 

capacity, electrically operated. 

Checks have proved that this 

: eS machine saves up to 40% time and 

98/55 wee costs. Features the famous “Memory 
; ve Dial” for grand totals, net results. 


The Burroughs Adding 
Machine cuts operating 


costs. Electrically or - D 4 
hand-operated, wide or , Ca ll the L- D urroughs man 
narrow carriage, capacity: 
£9,999,999,999 /19/11. 


At the nearest branch office . . . or write Burroughs Ltd., 40 Miller Street, North Sydney, NS! 
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Do away with 
costly overtime 
No more hand- — 


folds horizontally, creases vertically, in one operation! 


Save money! Free yourself, and your staff, for * Smart—adds distinction to any office decor 

more productive work. * Takes no more space than a typewriter. 

# Easily Adjusted to any folding design, a few 

seconds change for any type of folding. FOLDS:—Correspondence, Statements, Invoices, 
+ Fully automatic paper feed. Bulletins, Advertising Material—yes, everything 
*# Folds and creases in one operation. that must be folded! 


Victoria and New South Wales Distributors: 
245 Pacific Highway, North Sydney. XB 5948 (3 lines) 
BA VIC: 184 Elgin Street, Cariton, Victoria. FJ2060. 
e QLD.: ‘ A’ Berwick & Co. Ltd., 240 Queen Street, Brisbane. 
1255. 
PTY LTD S.A.: Fs Ae. Sherwin Ltd., 103 Waymouth Street, Adelaide. 
LA 2876. 
e e -A.: Vetter’s Business Service, 21 Oxford Street, Leeder- 
ville. W 2653. 
TAS.: . an Hopwood & Son, 107 George Street, Launear 
4731. 








SENIOR EXECUTIVE 


required by 
LARGE COMPANY ASSOCIATED WITH THE PASTORAL INDUSTRY 


The position has the status of Assistant Manager for N.S.W. (resident 
Sydney) and offers an excellent opportunity for further advancement in a 
progress ve and widespread organisation. 


QUALIFICATIONS : 


Sound commercial and executive experience preferably related to, or 
associated with, the Pastoral Industry. Preferred age range 35-45. 


SALARY : 


Will be in accordance with the successful applicant’s experience and 
qualifications and will be attractive to the right man. Generous Super- 
annuation. 


APPLICATIONS : 


Confidential. Please detail experience, qualifications, age, training, "phone 
numbers, and other relevant information. 
Apply in writing to: 
Executive Selection Division 


JOHN P. YOUNG & ASSOCIATES PTY. LTD. 


Industrial Psychologists & Management Consultants 


Head Office: 
2 GLEN STREET, HAWTHORN, €E.2. VICTORIA. 








Ne Austre’ian Accountant, June, 1957. 
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THE ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS 
Publications by the Technical Research Committee 


MANAGEMENT ACCOUNTING 


A CONCISH APPRAISAL 


This work has been prepared for the guidance of members of the accounting profession ang © 
for business executives, so as to encourage the wider use of control accounting. The } 
objectives and methods are examined im general terms, but in such a manner as to show tm 

great possibilities for useful service to Management, now available to the accountant. 


This study is now widely used as a training manual by a variety of commercial and industrial - 


organizations. 


Price 2s. net, plus postage—esea mail 4}d., air mail 2/11. 
PUBLISHED BY THE ASSOCIATION AT 32 BHDFORD SQUARE, LONDON, W.C.1 


THE SECRETARY, ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS, — 
22 BEDFORD SQUARE, LONDON, W.C.1, ENGLAND 


Please send me 


copy (ies) of MANAGEMENT ACCOUNTING: A CONCISE APPRAISAL, | 


Price 2/- net, plus postage—Sea mail 4id., air mail 2/11. 


(BLOCK LETTERS PLEAS 


Remittance enclosed £ : 
AUSTRALIAN ACCOUNTANT, JUNE, 10957 





Now Ready... 


Latest H.R.I. Examination Model 
Answers to Accounting Questions 


Model Anewers to the Accounting papers of 
the A.8.A. Examinations are published by 
H.R.1. They will be in twe volumes for 
each examination period:— 


VOL. 1.—cevering the three Aceounting and 
Auditing papers of Stage 1 and the 
Cempany Law and Accounts paper 
ef Stage 2; and 


VOL. 2—covering the twe Accounting and 
the two Management Accounting 
papers of Stage 3. 


Medel Answers for the recent examinations 
are new available from ail H.R.I. offices at 
the price of 9/- for each volume (17/- for 
both velumes.) The H.R.!. Medel Answers. 
prepared by our Tutorial Faculty are of 
special seslotance to candidates preparing 
fer these examinations by demonstrating the 
type of answers required by the examiners. 


Hemingway Robertson 
Institute 
1m Bank House, Bank Place, Melbourne. 
122 Barrack House, 16 Barrack St., Sydney. 


Offices in all capital cities, 
Newcastle and Launceston. 








Accountancy Students in 
South Australia 


MUIRDEN COLLEGE 


Est. 1900 
offers you 


Smaller classes — 
more personal tuition 


Reasonable fees 


Preparation for every half 
yearly examination of 
the Australian Society. 


For full details apply 


MUIRDEN COLLEGE LTD 


368 King William St., Adelaide 
W 4342 








The Australian Accountant, June, 








